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Facts and Key Figures for the Group (1)

Key results in € million

Sales

Free cashflow™

Depreciation and amortization

Research and development costs

Earnings before interest and tax (EBIT)

Earnings before interest, tax, depreciation and amortization (EBITDA)

Adjusted earnings before interest, tax, depreciation
and amortization (adjusted EBITDA)

Earnings before tax (EBT)

Taxes

Annual net profit

Investments

Key balance sheet figures in € million

Equity capital

Total assets

Fixed assets

Long-term debt (without passive deferred taxes)
Number of employees at year’s end™™)

By company

- MTU Aero Engines GmbH, Munich

- MTU Maintenance Hannover GmbH, Langenhagen

- MTU Maintenance Berlin-Brandenburg GmbH, Ludwigsfelde
- ATENA Engineering GmbH, Munich™™")

- MTU Maintenance Canada Ltd., Canada

- MTU Aero Engines North America Inc., USA

- Vericor Power Systems LLC., USA

By market segment
- Commercial and military engine manufacture
- Commercial MRO

By region
- Germany
- North America

Facts and Key Figures for the Group (2)

Key figures in %

Investments to sales ratio

Return on sales return before tax

Equity ratio

Equity to fixed assets ratio

Development costs as a percentage of sales (excluding provisions)
Key share figures™ ™)

Number of shares (in thousands)
Earnings per share in Euro

Free cashflow per share™ in Euro
Equity capital per share in Euro

*) Previous year: excluding MTU Group acquisitions
**} Excluding joint ventures

2005
3.9
2.7

20.7
34.4
3.9

55,000
0.60
3.79
9.61

Sold effective June 30, 2005
Previous year's “as if* figures




2005 Highlights

The Clean technology demonstrator, which
features newly-developed heat exchangers,
is put through its paces for the first time
at the University of Stuttgart’s altitude test
facility. The highly touted demonstrator
performs as expected, burning about 25%
less fuel than today’s engines.

The PW307 business-jet engine receives
approva! from Transport Canada. The maiden
flight onboard the Falcon 7X takes place on
May 5.

Contract signing for delivery of 38 EJ200
engines that will power the 18 Eurofighters
ordered by Austria.

Shares of MTU Aero Engines Holding AG

are traded for the first time on the stock ex-
change. At an issue price of €21, the stock
is oversubscribed more than sevenfold. On
June 10, the greenshoe option permitting the
sale of additional shares is fully exercised.

MTU Maintenance Hannover concludes an
exclusive ten-year agreement with JetBlue for
the maintenance of the airline’s|entire fleet
of V2500 engines. The €750 mi‘llion c?ntract
is the biggest in the history of MTU M?inte-
nance.

Western Europe’s largest production test

cell for propeller engines is completed at MTU
Maintenance Berlin-Brandenburg in Lu:dwigs-
felde. The facility will be used to perform
acceptance testing of all TP400-Dé6 produc-
tion engines, which will be assembledlby
MTU starting in 2007.

LAN Airlines of Chile is the launch cus‘tomer
for the PW6000 engine. Product‘ion of{the
engine to power the Airbus A318 will com-
mence in 2006. MTU will perform fina]
assembly of the PW6000 production engines
for Pratt & Whitney. ‘

MTU Maintenance Hannover obtains PW6000
production organization approva!l from the
Federal Office of Civil Aeronautics (LBA).
The Hannover facility takes over final assem-
bly and testing of all engines of this type and
delivers the engines directly to the Airbus
final assembly line in Hamburg.

MTU receives recognition as a family-friendly
company by Renate Schmidt, German Min-
is-ter for Family Affairs, Senior Citizens,
Women and Youth, and Wolfgang Clement,
German Minister for Economics and Labor.

MTU Aero Engines Holding AG is included in
the German MDAX stock index.



MTU Aero Engines and Lufthansa Technik
agree to expand their joint Malaysian sub-
sidiary ASSB, which specializes in blade
repairs. By boosting production capacities
and staffing levels, the company intends
to quadruple its sales to $20 million

(€17 million) by 2010.

IndiGo Airlines decides to equip its 100 Air-
bus A320s with IAE V2500 engines. This is
the biggest contract in the history of the IAE
consortium. For MTU, which provides the
low-pressure turbine for the V2500, this con-
tract translates into sales in the amount of
€155 million.

The TP400-D6 engine developed for the
A400M military transport successfully com-
pletes its first test run at MTU’s Ludwigs-
felde site in Berlin-Brandenburg.

MTU Aero Engines and the Germ‘an Federal
Office for Defense Technology aqd Procure-

ment (BWB) sign a contract to e>‘(tend th
Cooperative Model to include the‘* RB19;9
(Tornado), J79 (Phantom), and R$250-CZO
(Bo-105 helicopter) engines in addition to the
Eurofighter’s EJ200 engine. The ten-year
contract is worth €370 million. |

|

|

|
OCCAR and MTRI sign a contract for th;e deve-
lopment of the uprated MTR390E. The first run
of the MTR390E is planned for early 2007.

The GP7000 receives type approval from the
U.S. Federal Aviation Administration. This
clears the way for testing of the engine on
the Airbus A380, which is scheduled to com-
mence in the spring of 2006.



Innovation for Generations

MTU Aero Engines stands for innovation.
MTU designs, develops. manufactures,
markets and supports engines for
commercial and military aircraft. The
company is Germany's leading engine
manufacturer, boasting a comprehensive
product portfolio that also includes
industrial gas turbines. Having carved out
a leadership role in engine technolggies.
MTU produces low-pressure turbings and
high pressure compressors that ard
among the best on the market.

MTU Aero Engines fly generations.
The roots of MTU's rich history can|be
traced back to the dawn of powered flight
nearly one century ago. The companies
that would later form MU were pigneers.
playing leading roles in the early days
of aviation. Today, almost every thinc
com-mercial aircraft has MTU technologies
onboard. Because of their durability and
reliability, MTU’s products remain i

service for as long as 40 years: An pircraft
engine can accompany people on their

travels for a lifetime. As the world's largest
independent provider of commercigl
engine maintenance services, MTU jhelps
ensure long on-wing times.
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Flight Hours

0 15,000 25,000 50,000 100,000

From zero to 100,000: From development
to recycling, an aircraft engine completes
about 100,000 flight hours; this corresponds
to about 40 years or an entire human gener-

ation. It is quite possible,|therefore, that a
traveller repeatedly, comes across the same

engine in the course of his life.
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Foreword by the President and CEO

Udo Stark
President and CEQO

Dear Shareholders:

| am very pleased to have assumed the
helm at MTU Aero Engines as President and
CEO on January 1, 2005. MTU’s business
model, its excellent technological pg)sition
and the outstanding performance of its

employees have impressed me from the

outset. Around two-thirds of the company
sales are derived from the profitable after;
market business, that is, from commercia
and military engine maintenance and from
the spare parts business. These combined
strengths offer outstanding potential for

the future.

w

In-the company’s nearly 100-year history
there have been many significant changes
one of which certainly was the acquisition
of MTU by private equity firm Kohlberg
Kravis Roberts & Co. (KKR) on january 1,
2004. Another significant date in the year,
under review was June 6, 2005, when MTU’s
shares were listed on the Prime Standard
segment of the German stock exchange.

And on September 19, 2005, the company
was included in the MDAX, the index for
mid-size companies.

The decision to go public was made in
February 2005, and was implemented in less
than four months. For MTU and its employees,
the placement of MTU’s shares thus became
the most significant event of the past finan-
cial year. The seven-fold oversubscription of
the shares at the issue price of €21 and the
25% increase in the share price by the end
of 2005 marked a great success.

KKR’s decision to resell its shares came as
no surprise, as this type of exit strategy is
common practice for “short-term” investors.

Hence, at the beginning of February 2006,
KKR sold the 29% share it still held after
MTU’s IPO. Once again, demand significantly
outstripped the number of shares on sale.
Placement with a large number of institu-
tional investors is further evidence of the
trust the market has in the company’s
economic and technical capabilities. MTU
has thus achieved an important strategic
goal: it has become a stand-alone company.

MTU now presents its first consolidated
financial statements as a listed company,
compiled in accordance with the rules of the
International Financial Reporting Standards
(IFRS). They document the strong position
MTU has in all of its business segments.
Order volumes grew by about €240 million
to more than €3.65 billion. Sales increased
by 12% to €2.15 billion and the result
(expressed as adjusted EBITDA) rose by
35% to €233 million. Cashflow from opera-
ting activities reached €290 million, compa-
red to €73 million in the previous year. The
excellent cashflow position and the successful
placement of MTU’s shares enabled the
company to repay more than €500 miilion in
debt. ’

As a result, we are pleased to announce
that our valued share-holders will enjoy a
dividend payout totaling €40 million = or
73 cents per share - for the financial year
2005.



MTU’s individual business segments saw a
favorable development

In the commercial engine business, sales in
the year under review increased to €943
million, from €880 million in the previous
year. This positive development - and above
all the high number of orders received —
reflects the strong growth in the market for
new engines. The cyclical upturn in the
aircraft industry gained strong momentum
in mid-2004, leading to a 26 % increase in
the number of modules and components
delivered by MTU in 2005, compared to the
previous year.

In the military engine business, financial
year 2005 sales amounted to €491 million,

nearing the level of the previous year (€496

million). The increase in sales generated by
the EJ200 Eurofighter engine was, however,
offset by the gradual retirement of the
Tornado fleet from service. The Cooperative
Model, which was finalized in November 2005
and provides for long-term maintenance of a
number of engines operated by the German
Air Force under the direction of MTU, will
have a stabilizing effect in the coming years.

The commercial maintenance business
showed particularly strong growth in this
reporting year. Sales increased to €732
million from €576 million in the previous
year. The fact that profit margins could be
improved as well is a particularly welcome
development.

With its well-balanced portfolio of products
and services, MTU finds itself in an excellent
position for the aviation industry’s continued
growth. Experts forecast the biggest increase
in the number of future aircraft in the narrow-
body segment. In this segment, MTU relies

on the proven market success of the V2500
engine, in which it participa}es as|a consor-

tium partner. The company will also be
deeply involved in the produétion o‘f successor
models. As a consortium partner in the
GP7000 engine to power the Airbls A380,
which is now entering prodt{ction, MTU will
also benefit from growth in the wide-body
segment. Deliveries of new engines, which
are expected to increase also in 2006, are
investments in the growing nstalled base of
MTU engines, which will yield long-term,

profitable spare parts sales

The cyclic upswing in the aviation|industry

is expected to continue unabated through
2006. Steady increases in passenger kilome-
ters flown and in worldwide|cargo| volumes
are also expected. Internally; MTU will con-
tinue to pursue its efficienc‘y improvement
programs at all locations. Aéainst this back-
drop, the company anticipafés an|jincrease in
sales and further improvements in earnings
for the business year currently underway.

|
The 2005 Annual Report now being pre-
sented is based on the results of the work
of the entire MTU team. For“this reason,
I would like to express my thanks|to all
employees for their commitment and
dedication. ‘

|
Together with my colleagues on the Board

of Management, | thank yodl, dear share-

holders, for your trust and Qour investment

in MTU. You have made it plqssibl e for us
to strengthen and expand the company’s
market position. The future|is promising,
our markets are growing and MTU is profit-

ing from this dynamic growth.

Sincerely you

INVIR

Udo Stark




The Board of Managemer

Reiner Winkler (born in 1961)
Executive Vice President Finance, Human Resources
and IT (CFO)

Reiner Winkler, who holds a degree in Business
Administration, has served as Executive Vice
President for Finance and Controlling at MTU
since 2001. In May 2005, he became a member
of the Board of Management of MTU Aero
Engines Holding AG, with responsibility for
Finance, Human Resources and [T. Winkler pre-
viously held managerial positions at Siemens AG
as well as Daimler-Benz AG, now DaimlerChrysler
AG. In 1993, he joined TEMIC Telefunken Micro-
electronic GmbH, a DaimlerChrysler subsidiary,
where he became Managing Director for Finance
and Controlling in 1998.

10

Udo Stark (born in 1947)
President and CEQ

Udo Stark, who studied Business Administration
and graduated with an MBA from Harvard, took
the helm of MTU at the beginning of 2005.
Stark launched his professional career with the
Akzo Nobel Group. In the 18 years he worked
for the Dutch-company, his last assignment
being that of Board Chairman of Enka AG/bv,
with responsibility for the chemical fiber
business. From 1991 to 2000, he was Board
Chairman of Frankfurt-based AGIV AG,

a company specializing in special machinery
construction. in 2001, Stark was appointed
Chairman of the Shareholders’ Committee of
Messer Griesheim GmbH. From 2003 to 2004,
he served as Chairman of mg technologies ag's
executive board.




Bernd Kessler (born in 1958)
President and CEO Commercial Maintenance

Bernd Kessler has a degree in mechanical engi-
neering and also holds an MBA. He has been

a member of MTU’s management board since
2004. In May 2005, Kessler became a member
of the Board of Management of MTU Aero
Engines Holding AG, with responsibility for com-
mercial MRO. Kessler began his professional
career at Deutsche AlliedSignal Aerospace
GmbH and later joined AlliedSignal Aerospace
Services, where he was Managing Director of
the company’s Components North America
subsidiary. Starting in 1999, Kessler was Vice
President & General Manager at Honeywell
Aerospace in Phoenix, Arizona {USA), where he
was responsible for the Honeywell Aftermarket
Services global business unit.

Dr. Michael SiiB (born in 1963)
Executive Vice President Technology {CQO)

Dr. Michael StiB, who studied mechanical engi-
neering and received his doctorate in industrial
science, has been Executive Vice President
Engineering and Production and COQ since
2001. Dr. SUB became a member of the man-
agement board of MTU Aero Engines Holding
AG in May 2005, with responsibility for
Engineering and Production. Between 1995 and
1999, following positions at BMW AG as well as
IDRA AG in Italy, Dr. SiiB was responsible for the
management of operations planning at Porsche
AG. He later took over responsibility for the
area of engine production. Starting in 1999, he
was a member of the Board of Management of
Mé&ssner AG, where he assumed the position
of Chairman after Mdssner AG was sold to the
Georg Fischer Group.
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The V2500 is among the best-selling engines in its class.

0 Flight Hours

When an engine takes off for the first time
on the wing of an airliner, it has already been
subjected to everything it might encounter

in the air - extreme heat and cold, monsoon-
like rain, freezing rain, pounding hail and bird
strikes. Aircraft engines are put to the acid
test early on in the development phase.

To prove their airworthiness they must be
able to withstand every conceivable stress.

The development of new engine types is gene-
rally triggered by the aircraft manufacturers,
They design and develop new aircraft and
then need new engines to power them.

Engine manufacturers often form consortia
or joint ventures to address a new project.
They split development costs and activities
among them and share the program risks and
future revenues. MTU cooperates closely
with the world’s leading engine manufac-
turers, contributing innovative technologies
and manufacturing processes.

Once the individual components are manu-
factured, the engine is assembled and put to
the test. After the engine has successfully
passed all stress tests it obtains type certifi-
cation; approval authorities are the US
Federal Aviation Administration (FAA) and
the European Aviation Safety Agency (EASA).
This clears the way: Now that the new engine

. is deemed airworthy, production can begin.

The engine’s hour meter is set to zero —
about 100,000 flight hours now lie ahead of it.
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The IPO

MTU Aero Engines’ IPO was among ‘the most

successful of the year 2005. Trading of th
MTU sheres commenced on the Erankfurt
Stock Exchange (Prime Standard) onll‘June
2005, at an issue price of €21. The issue
price of the registered shares was at the

upper end of the €19 to €22 range. At th

issue price, the shares were oversubscribed

more than sevenfold. After the greenshoe
option had been fully exercised, 35.65 mi
lion shares were sold in total. All shares a
fully entitled to dividends for the business
year that began on january 1, 2005.

o
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Shareholding structure

The percentage of free float shares in 2005
was 64.8%. The primary shareholder at this
time, private equity firm Kohlberg Kravis
Roberts & Co. (KKR), reduced its share in
MTU to 29.3% at the IPO. After the IPQ,
management owned 5.9% of the shares.
Approximately 83% of the free float shares
were placed with institutional investors.
The remaining shares were held by private
investors. Many employees and management
personnel also bought MTU shares.

High interest in MTU shares on the part of
international investors is reflected in the
shareholding structure. A total of 77 % of

the institutional investors come from outside
Germany, in particular from Great Britain,
the US, and France.




f0wnership structure of MTU following the IPO

Broad investor base

Institutional investors

KKR-funds 29.3%
Core 35.2% Other 23% T UK 24%
Management 5.9 % \
|
3 Switzerland|3 %
Institutional
investors . ltaly 4%
Free float 53.8%
64.8%
| :France 0% Germany 23 %
%
Private investors 11.0% us1s
Status: Time of allotment at the IPO /june 2005
MTU shares in the MDAX
MTU Aero Engines Holding AG’s shares were
included in the MDAX, the index for mid-size
companies, on September 19, 2005, MTU’s
shares thus count among the 50 most in 2004 achieved a positive yearrend balance

important mid-cap values on the German
capital market. As regards the key criteria for
inclusion in the index, on the qualifying date,
August 31, 2005, MTU shares ranked 16th

in trade volumes and 32nd in market capitali-
zation.

Capital market environment

In 2005, the international stock markets
continued the previous year’s upward trend.
After the German and international indexes

for the first time in three yéars, tihe MDAX

gained about 35% in 2005
trading at 7311.5 points. Th
driven by a positive busine
worldwide. Later in the ye
negative developments, su

crude oil prices, interest a‘

and strongly fluctuating currenc

rates prevented a stronger upwa

and fi}nished

e trading year was
SS de\‘/elopment
ar, however, a few
ch as|the rising
nd inﬂ‘ation fears

y exchange

“rd trend.

In the last months of the year, the stock

markets recovered again, bolstered by an
overall more stable stock exchange climate.



Development of the MTU shares|

MTU shares ended the year at €26.28, 2’5%

higher than the issue price of June |6, 200
Since the IPO, MTU shares thus outper-
formed the MDAX, which rose 22 %lin the
same period. This favorable develo‘pment
the share price was supported by a
rise in worldwide passenger traffic |as we

as increased deliveries of new engines.

5.

of

sustained

Partial repayment of high yield bonds
Since the IPO, MTU Aero Engines has repaid
a total of €110 miilion of its high yield bonds
in two tranches. The company used its
strong liguidity position to repay its debt,
thus significantly reducing future interest
payments. The repayment was made at the
contractually defined rate of 108.25%, plus
the accrued interest. The original value

of the high yield bond, issued in March 2004,
was €275 million. This leaves €165 million
outstanding.

(Development of MTU shares and the MDAX since the IPO on June 6, 2005 l
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Debut on the stock exchange floor: PO of MTU Aero Engines Holding AG on June 6, 2005.

Investor relations

MTU places great emphasis on providing
transparent and prompt information for inves-
tors and analysts. Since its official listing,
MTU has stayed in continuous dialog with
institutional investors, private investors and
financial analysts to make sure MTU’s shares
receive fair valuation. In addition to the eight
agency banks, by year’s end eight additional
analysts had begun observing MTU and its
shares, and will in the future publish their
recommendations and comments. Manage-
ment presented the operating results for the

year under review as well as' the strategic
orientation of the Group in road sr;mws, com-
pany visits and capital market conferences.
On October 11, the first Anajyst/Investor Day
took place at MTU in Munich. The|company
also held numerous meetings during the
Paris Air Show in Le Bourget, the industry’s

most important trade show.

For more details, please visit our investor
relations website at http://www.mtu.de or
contact our investor relations office in
Munich at +49-(0)89-1489-8313.

17
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Corporate Governance anc
Remuneration Report

MTU Aero Engines Holding AG places high
value on good corporate governance on the
basis of trustful cooperation between the
Board of Management and Supervisory
Board as well as with all business partners.
Even before the IPO, MTU had integrated the
key elements of the German Corporate Gover-
nance Code into its day-to-day business.

In its amended version of June 2, 2005, the
German Corporate Governance Code (the
“Code”) outlines the essential statutory regu-
lations for the management and supervision
of companies that are listed on the stock
exchange, as well as nationally and interna-
tionally recognized standards for responsible
corporate leadership. Core elements are
trustful cooperation among all bodies of the
company, as well as responsible and trans-
parent corporate management and super-
vision that is guided by sustained creation of
value,

18

The headquarters of the MTU Group: the administration building of MTU Aero Engines in Munich

On the occasion of the IPO, MTU carried out
an in-depth review of the recommendations
and suggestions of the Code and their im-
plementation in day-to-day operations. In
the process, MTU consistently implemented
all regulations that relate explicitly ;tb the‘
observance and protection of the rights of a
broad base of shareholders. As a result, MTU
will appoint voting rights represent}a‘tives Jfor
the first General Shareholders’ Meﬁting after
the IPO, which will take place on May 12,
2006. Shareholders who are unabl‘a to
attend in person may exercise theirivoting
rights through these representative}s.

|

|
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Trustful cooperation among the
company’s bodies

The close and trustful cooperation practiced
among all bodies of MTU as a public corpn-
ration testifies to good corporate governance.
The qualifications and experience of the mem-
bers of the Board of Management, who lead
the company as a team, complement each
other. The Board of Management regularly
and promptly informs the Supervisory Board
of the Group’s current situation, including
potential risks, and of strategic decisions and
considerations.

The members of the Supervisory Board, which
is comprised according to statutory regula-
tions of six shareholder representatives and
six employee representatives, possess the

" expertise, abilities, and technical experience

required to properly fulfill their tasks. The
Supervisory Board reflects the ownership
structure of MTU; it includes a sufficient num-
ber of independent members. In the previous
business year, there were no contracts for
consulting, services or labor between MTU
and any member of the Supervisory Board;
in addition, no conflicts of interest subject
to disclosure requirements arose among

the Supervisory Board members. In the past
financial year, D&O (director and officer
liability) insurance coverage, with an appro-
priate deductible, had been taken out for the
members of the Supervisory Board and
Management Board.

Remuneration of the

Board of Management with

long-term incentive effect

Remuneration of the bodies of MTU is subject
to clearly defined and transparent criteria.
Remuneration of the members of the Board
of Management includes fixed and variable
components, and amounted in the past
business year to €6,631,847, including
non-cash benefits and share-based compensa-
tion. Of this amount, €3,644,575 was fixed,
€2,750,000 was performance-related,



and €237,272 was tied to the calculated
annual value of the matching stock program
that is described in detail in the following.
The amount of the performance-related com-
pensation (45% of the total remuneration)
depends on the development of two perfor-
mance data: the operating cashflow and the
operating profit (adjusted EBITDA). These

key figures reflect the business situation, the
success and future prospects of the company.
Both have developed very positively; the
targets agreed with the Supervisory Board for
the 2005 financial year were exceeded.
Allocations to provisions for pension obliga-
tions to the members of the Board of
Management, with the exception of the
President and CEQ, amounted to €2,577,664
in the year under review.

In line with the recommendations of the
Code, a matching stock program (MSP) was
established in 2005 as a long-term, incentive
and risk-based compensation element, with
a term of eight years. Under this program,
the members of the Board of Management
as well as a large group of top-level manage-
ment staff will receive a compensation the
amount of which depends on the develop-
ment of the market value of the MTU shares.
In accordance with the conditions of the
MSP, each participant is obliged to purchase
MTU shares with their own funds, up to a
predefined maximum investment

volume and at the current share price (MSP
shares). These shares are credited to the
MSP participants in a blocked security
deposit for the duration of their participation
in the MSP. On the date of the initial notice
and thereafter 5 times in 12-month intervals,
MTU Aero Engines Holding |AG will allocate
six virtual, so-called phantom shares for each
MSP share owned. These p‘hantor‘n share
options are considered “exercised” two
years after their allocation,|if cert}ain perfor-
mance goals are reached: The MTU share’s
average unweighted closing/ price" in Xetra
trading on the Frankfurt Stock Exchange
during the 60 trading days precec‘iing exer-
cise of the phantom share option‘s must be
ten percent higher than the MTU|share’s
average unweighted closing price in Xetra
trading on the Frankfurt St‘qck Exchange
during the 60 trading days|prior to allocation
of the respective tranches of the phantom
shares.

When phantom share opticns are exercised,
the difference between the“ stock‘ market
price of the MTU shares of‘ the d?te of exer-
cise and the stock market price of the MTU

share on the date of allocation is paid by
MTU Aero Engines Holding! AG to the MSP
participants in cash (plus a premiym of 10%).
The MSP participants are obliged to invest
this money in turn in MTU shares, which

are credited to them in a blocked security

. deposit with a two-year ban on sale. In total,

the use of personal funds, linkagF to the

share price and long-term participation.in

the MSP offer the necessairy Inc%ntive to
create long-term shareholder value as called

for in the Corporate Gover‘nance Code.

In the opinion of MTU, this voluntary, detailed
presentation of the amount and composition
of the performence-based remuneration

as well as the MSP is a key element of the
presentation of the Board of Management's
remuneration. There is no individualized

~disclosure of the remuneration as per Section

4.2.4 of the Code, however. MTU strongly
believes that such disclosure violates
personal privacy rights. Here, the individual
decision of each member of the Board of
Management must be respected. On the other
hand, details regarding the structure of the
remuneration are essential for determining
whether such compensation is appropriate
and whether it creates an incentive

for the Board of Management. As the Board
of Management operates as a collegiate
body, the incentives provided for the Board
of Management as a whole are the decisive
factor, not those for each individual member.
Individualized reporting of Board of Manage-
ment compensation will occur when the
Management Compensation Publishing Act
first comes into effect.
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Clear compensation structures

for the Supervisory Board

According to § 12 of the Articles of Association,
the members of the Supervisory Board receive
a fixed annual payment of € 30,000 per
year, payable at the end of the financial year.
Compensation for the Chairman of the
Supervisory Board is three times this amount;
that of his Vice Chairman is 1.5 times this
amount. Supervisory Board members who
also belong to a committee are paid an
additional €5,000 per year and committee
chairmen €10,000 per year. In addition to
their annual compensation, members receive
an attendance fee of €3,000 for each board
and committee meeting. MTU refrains from
performance-based compensation for the
Supervisory Board members, as provided for
in Section 5.4.7 Paragraph 2 of the Code.

It is MTU’s belief, that performance-based
compensation is not a suitable instrument for
enhancing the control function of the Super-
visory Board.

In total, the Supervisory Board received com-
pensation of €451,666 for the past financial
year. The compensation for the Supervisory
Board is not reported individually as provided
for in Section 5.4.7 Paragraph 3. In view

of the total amount of the compensation

and the stipulations of § 12 of the Articles

of Association, MTU considers reporting of
the total compensation as sufficient to per-
mit assessment of its appropriateness. The
amount of shares in the company held by all
members of the Board of Management and
by all members of the Supervisory Board will
not be reported separately, as recommended
in Section 6.6 of the Code. As the Board

of Management and the Supervisory Board
do not consuit with each other regarding the
exercise of their stock purchasing and selling
rights, MTU does not consider reporting as
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appropriate. Moreover, the legisiator has not
yet enacted a corresponding law, as such
information is not deemed necessary. As|of
December 31, 2005, a total of about 5.9%
of the MTU shares were held by Bléde
Management Beteiligungs GmbH &‘ Co. KG,
which pools the shares of the memjbers J)f
the Board of Management and the Super‘—
visory Board as well as those of executive

staff.

Transparent reporting of
financial statements
The Board of Management is responsible for
the reporting of financial statements for ‘the
Group in accordance with International Finan-
cial Reporting Standards (IFRS). Inldividual
accounts are compiled according to the pro-
visions of the German Commercial Code
(Handelsgesetzbuch). The internal systerln

of controls in conjunction with uniform
principles of accounting ensure that in &ll
key areas an appropriate presentation o
the assets, earnings, and financial‘ situation,
as well the cashfiows of all group c}ompanies
is generated. MTU also possessesl a differen-
tiated system to.identify and contr‘ol business

and financial risks.

Timely information for all investors

Sound corporate governance of a publicly
held company includes providing comprehen-
sive, continuous, and up-to-date information
for shareholders, investors, and prospective
investors. MTU has comprehensive docu-
mentation and information as well as a
financial calendar available on its website at
http: / /www.mtu.de. The company provides
shareholders with business development
reports four times a year, in line with the
financial calendar. The Board of Manage-
ment provides quarterly and annual results
to investors, analysts, and the media at regu-
lar intervals. Events that influence the share
price are published as ad ho¢ announce-
ments in accordance with statutory require-
ments.

On its website, MTU also provides informa-
tion on the number of MTU shares and
related derivatives acquired or sold by the
Board of Management and the Supervisory
Board. Pursuant to Section 15a of the German

~ Securities Trading Act (WpHG), any member

or close affiliate of a member must report

such transactions if the value of the trans-
actions meets or exceeds of €5,000 within
any calendar year.

Published announcements of such trans-
actions for 2005 can be found on the Internet
at www.mtu.de.



Declaration by the Board of Management
and Supervisory Board of MTU Aero Engines
Holding AG pursuant to Section 161 of
the German Stock Corporation Act (AktG)
regarding the German Corporate
Governance Code

The Board of Management and the Super-
visory Board of MTU Aero Engines Holding
AG declare that the recommendations of

the June 2, 2005 version of the "German Cor-
porate Governance Code Government Com-
mission” published by the Federal Ministry of
Justice in the official section of the electronic
Federal Gazette have been and are being met.
The Board of Management and the Super-

visory Board of MTU Aero Engines Holding AG”

also intend to follow the recommendations

of the German Corporate Governance Code
in the future. The following recommendations
are the only ones not been or being.applied:

1. Individualized reporting of Board

of Management compensation

(Code Clause 4.2.4)
The compensation for the Board of Manage-
ment is not reported individually in the
Notes to the Group Financial Statements.
The compensation of the Board of Manage-
ment is reported in compliance with the
Code but broken down into fixed and variable
elements and into components with a long-
term incentive effect. This information is
crucial for assessing whether the division of
such compensation between fixed and

performance-related companents|is appro-

priate and whether the stru

cture of such

compensation provides adequate(incentives
for the Board of Management. We therefore

regard the information abo
compensation as sufficient
quacy. As the Board of Man
ates according to the princ
responsibility, the incentive
Board of Management as a
decisive factor, not those f

it the Pverall

to verify its ade~
ageme}nt oper-
ple of|collective
s provided for the
whole are the

r each individual

member. Individualized reporting|of Board

of Management compensa
with respect to the busines
the Management Compens,
Act will become first applic

2. Form and Details of th

ion wi‘H oceur
s year 2006 when
ation Publishing

éble.'

e Con"lpensation

of the Supervisory Boa:rd {Code Clause

5.4.7, Paragraphs 2 and 3)
There is no performance-related compensa-
tion for the members of the Supervisory
Board. We are of the opiniﬁn thaF a fixed
compensation is appropriate and that it

|

!

should not be related to th‘e; performance
of the company. In our judgement a perfor-

mance-related compensation is not suitable
to enhance the control tasks of the Super-

visory Board.

The compensation for the 'Supérvisory Board

is not reported individuall)%

|
or broken down

into its elements. The compensation of
the members of the Supenvisory|board will
be reported in a total amount. In view of the

|
level of compensation and

the stipulations

of the Articles of Association (§ 12 of the

Articles of Association) we

consider a repor-

ting of the total compensation as sufficient

to evaluate its adequacy.

3. Reporting of the total ownership

of shares in the company

(Code Clause 6.6)
The amount of shares in the company held
by all members of the Board of Management
and by all members of the Supervisory Board

- will not be reported separately. As the Board

of Management and the Supervisory Board
do not consult with each other regarding the
exercise of their stock rights, we do not re-
gard such reporting as appropriate. Also the
legislator has not yet enacted a correspond-
ing law as such information is not deemed
necessary.

Munich, December 2005

For the Board
of Management

/Q/M« S

Udo Stark
CEO

For the Supervisory
Board

Johannes P. Huth
Chairman
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the IPO

Report of the Supervisory Board for
the 2005 Business Year

Johannes P. Huth
Chairman of the Supervisory Board

On May 19, 2005, MTU Aero Engines Erste

Holding GmbH was converted into MTU Aero

Engines Holding AG and became a public
company. At the time of conversion, MTU
Aero Engines Erste Holding GmbH already
had a Supervisory Board formed pursuant to
the German Codetermination Act. In accor-
dance with the Conversion Act, this body
remained in place after the conversion.

The Supervisory Board kept itself continu-
ously up-to-date on business developments

and the situation of the company during the
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financial year 2005. In addition, it oversaw
the work of the Board of Management. Each
month, the Board of Management presented
comprehensive written information on the
status of MTU’s assets, the financial'and
earnings situation and important bu‘siness
events to the members of the Supe visory‘
Board. The Supervisory Board discussed
core strategic questions with the Board of‘
Management and, after careful consideratjon
and examination, endorsed the correspon
ding strategic orientation of MTU. The
Supervisory Board reviewed all business
activities subject to approval according to
statutory requirements, the Articles|of
Association or the Management Board's
rules of procedure; the Supervisory Board
discussed these matters with the Board of
Management and endorsed them without
exception.

Meetings of the Supervisory Board
During the financial year 2005, five Supervisory
Board meetings and two teleconferences
were held in which resolutions were ‘adopted.
One resolution was adopted through a
written circulation procedure. All Supervisory
Board members participated in mor:e‘ than
half of the meetings. In addition, the Chairman
of the Supervisory Board was regula\‘rly
updated on the company’s current situation

and of significant business transacti‘ons.

In its meetings and teleconferences, the
Supervisory Board, along with the Board of
Management, dealt extensively with business
developments involving MTU and its a ssociat‘ed
companies, the market situation in genera‘l,
MTU’s competitive position, the repayment
of credits from group companies, the deve‘l-
opment of the dollar exchange rate and
hedging measures. It was informed of MTU’s
risk management system and of measures
taken for protection against risk.

The Supervisory Board was informed in
detail on the status of current engine pro-
grams, particularly the competitive situation
for the MTR390, the progress of the GP7000
(Airbus A380) and TP400-D6 (Airbus A400M)
development programs, and the status of the
"V2500 Select® program (Airbus A320). The
Supervisory Board also extensively dealt with
the Cooperative Model before the contract
was signed. This model provides for a

new and closer partnership between MTU
Aero Engines and the Bundeswehr (German
armed forces). As regards the group
companies, the Supervisory Board was kept
informed in particular detail on the situation
of the US subsidiary, MTU Aero Engines
North America Inc., as well as on the sale

of ATENA Engineering GmbH.

Prior to the IPO, the Supervisory Board
examined the proposéd restructuring into a
stock corporation by conferring closely with
the Board of Management while providing
guidance during preparations for taking the
company public and approving the share
issue price. The Supervisory Board was
thoroughly involved in all matters relating to
Corporate Governance and also examined
the efficiency of its own activities. In

the joint declaration with the Board of
Management of December 13, 2005 in
accordance with Section 161 of the German
Stock Corporation Law {AktG) the Supervisory
Board declared that MTU Aero Engines
Holding AG fully complies with the recom-
mendations of the Code, with three excep-
tions. The complete declaration is available
on the company’s website.

Committee meetings

The Supervisory Board has formed three
committees with parity representation: the
Audit and Finance Committee, the Personnel
Committee, and pursuant to Section 27
Paragraph 3 of the German Codetermination
Act the Mediation Committee. The latter did
not have to convene during the year under
review. Members of the Personnel Committee
during the year under review were: Johannes
Huth, Glinter Sroka, Harald Flassheck and



Reinhard Gorenflos, who served until
December 31, 2005. The Personnel
Committee convened twice in the past
financial year and dealt with Board of
Management personnel matters, in particular
the amount of compensations and the
results of the efficiency audit. The Audit and
Finance Committee came together three
times during the financial year 2005.
Members in 2005 were Babette Haas,
Johannes Huth, Giinter Sroka and Reinhard
Gorenflos (until December 31, 2005). The
Audit and Finance Committee focused its
activities on-the annual financial statements
for MTU Aero Engines Erste Holding GmbH,
which it recommended to the Shareholders’
Meeting for approval. An additional focal
peint was the consolidated financial state-
ments for MTU Aero Engines Erste Holding
GmbH, which the committee reviewed and
recommended for approval by the
Supervisory Board. Auditors were involved in
the discussions on both the annual accounts
and consolidated financial statements. Other
activities included the further development
of the risk management system and the
areas to be examined in the 2005 internal
audit. In addition, the committee identified
the focus for 2005 financial staterment audit.

Review of the annual financial state-
ments and approval of the consolidated
financial statements

MTU Aero Engine Holding AG’s annual finan-
cial statements, the consolidated financial
statements as well as the management
report and group management report for the
financial year 2005 were audited and fully
certified by independent auditor from
Deloitte & Touche of Munich, whose selec-
tion was approved during the Shareholders’
Meeting. The audit reports as well as the
documents to be audited were distributed

to each member of the Supervisory Board in
a timely manner. Based on the results of the
pre-audit by the Audit and Finance Committee,
which the chairman of the Audit and Finance
Committee presented to the Supervisory
Board, the Supervisory Board thoroughly
reviewed the consolidated financial state-
ments, the management report and the

“on March 22, 2006.

group management report for MTU Aero
Engines Holding AG for fiscal 2005, as well
as the recommendation of the Board of
Management for appropriati‘on of the year’s
net profit. The auditor also e‘ttend ad the
Audit and Finance Committee meeting on
March 13, 2006 and in the balance sheet
meeting of the Supervisory Board on March
22, 2006, and presented the most important
results of his audit.

The final results of the Supervisory Board’s
review of the annual financial statéments,
the consolidated financial st‘atements, the
management report, the group management

report, and the recommendation for the
appropriation of profits, did lnot gi\l/e rise to
any objections on the part of‘ the Sfpervisory
Board. The annual financial ‘statem‘ents and
management report presented by \the

company’s Board of Management ‘for‘the
financial year 2005 were approveq by the

Supervisory Board during its“ ‘meeti‘ng on
March 22, 2006. The Supervisory Board
affirmed the re‘commendatio‘n of ttiwe Board
of Management for the appr\‘opriati‘on of the
net profit for the year. The consolidated
financial statements and'gro‘up ma‘nagement

report for MTU Aero Engines Holding AG for
the financial year 2005, which were [presented
by the Board of Management, were approved

by the Supervisory Board du‘ring its meeting

Changes within the Super\j/isory Board
The following changes took place within the

company’s Supervisory Boarg during the

year under review: former CFTO, Dr,|Klaus
Steffens, was named to the Supervisory

|
Board in a resolution of the $haref1\‘olders’
Meeting of December 30, 2q04. He
succeeded Mr, Ned Gilhuly of Kohlberg

Kravis Roberts & Co Ltd. The Supervisory
Board thanked Mr. Gilhuly for his valuable
services during 2004. I

Based on a proposal by the company, the
Munich Register Court named Dr. jiirgen M.
GeiBinger, President and CEC of INA-Holding
Schaeffler KG, Herzogenaurach, Germany, to
the Supervisory Board of MTU Aero Engines
Holding AG, effective October 4, 2005.
Geiflinger succeeded Oliver Haarmann of
Kohlberg Kravis Roberts & Co. Ltd., who
retired from the board as of October 1,
2005. The move came as a result of the
change in MTU Aero Engines’ ownership
structure in the wake of the company’s

IPO. The Supervisory Board thanked

Mr. Haarmann for his contribution during
2004 and 2005.

In 2006, Mr. Lewis R. Hughes was named to
the Supervisory Board in a resolution of the
Munich register court on January 27, 2006.
He replaces Mr. Reinhard Gorenflcs of
Kohlberg Kravis Roberts & Co. Ltd. The
Supervisory Board thanked Mr, Gorenflos
for his veluable assistance during 2004 and
2005.

in its meetings on December 13, 2005 and
March 22, 2006, the supervisory board has
appointed Dr. Rainer Martens to succeed
Executive Vice President and COO Dr. Michael
S, whose term of office expires in 2006,

. on the board of management. The appoint-

ment is for a three-year term, beginning on
April 15, 2006. Dr. Martens will take over the
responsibilities Dr. SUB, who resigns from
his office effective April 30, 2006, has had in
his role as chief operating officer. The super-
visory board thanks Dr. Siif8 for the valuable
services he has rendered to MTU.

The Supervisory Board sincerely thanks

the Board of Management as well as all
employees of MTU for their success and
their committed efforts during the 2005
business year. The thanks of the Supervisory
Board also go out to the shareholders who
have placed their trust in MTU.

Munich, March 22, 2006

AT

Johannes P. Huth
Chairman of the Supervisory Board
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The Supervisory Boar

The Supervisory Board

Johannes P. Huth

Chairman of the Supervisory Board
Managing Director of Kohlberg Kravis
Roberts & Co. Ltd., London

Additional supervisory board mandates
and/or mandates on comparable}
supervisory entities of foreign or,
domestic commercial companies
A.T.U. Auto-Teile-Unger Holding GmbH
Demag Holding S.ar.l.

Deutsche Gesellschaft flr Kunststoff-
Recycling mbH

Duales System Deutschland GmbH
FL Selenia S.p.A.

mannesmann plastics machinery GmbH
MTU Aero Engines GmbH*
Wincor Nixdorf Aktiengesellschaft
Zumtobel AG

Giinter Sroka
Deputy Chairman
Chairman of the Group Works Council of
MTU Aero Engines GmbH, Munich
Additional mandates

MTU Aero Engines GmbH*

24

Harald Flassbeck

Senior Representative of the |G Metall
Administrative Center, Munich
Additional mandates

EADS Deutschland GmbH

MTU Aero Engines GmbH*

MAN Nutzfahrzeuge AG

Dr.-Ing. Jiirgen M. GeiBinger
{beginning October 4, 2005)
President and CEO of INA-Holding
Schaeffler KG in Herzogenaurach
Additional mandates

MDL Mitteldeutsche Leasing AG
MTU Aero Engines GmbH*

Tower Automotive, Inc.

Reinhard Gorenflos

(until December 31, 2005)
Managing Director of Kohlberg Kravis
Roberts & Co. Ltd., London
Additional mandates

Demag Cranes & Components GmbH
Demag Holding S.a.r.l.

Duales System Deutschland GmbH
mannesmann plastics machinery GmbH
MTU Aero Engines GmbH*

Zumtobel AG

Oliver Haarmann

{until October 1, 2005)

Funds Manager, Kohlberg Kravis
Roberts & Co. Ltd., London

Additional mandates

A.T.U. Auto-Teile-Unger Holding GmbH
Duales System Deutschland AG
mannesmann plastics machinery GmbH
MTU Aero Engines GmbH™



Babette Haas

Head of the Business

Administration Division,

IG Metall Executive Committee, Frankfurt
Additional mandates

EDAG Engineering & Design AG

MTU Aero Engines GmbH*

Harmann Becker Automotive Systems GmbH

Josef Hillreiner

Chairman of the Works Council of MTU Aero
Engines GmbH, Munich

Additional mandates

MTU Aero Engines GmbH*

Louis R. Hughes

(beginning January 30, 2006)

Chief Executive Officer of

GBS Laboratories, LLC., Herndon, Virginia
Additional mandates

ABB Ltd.

AB Electrolux

British Telecom pic (until March 31, 2006)
Maxager Technology, Inc.

MTU Aero Engines GmbH*

Sulzer AG

Michael Keller

Director Rotor/Stator & Production. Service
of MTU Aero Engines GmbH, Munich
Additional mandates

MTU Aero Engines GmbH*

Prof. Dr. Walter Krall

Former President of Helmholtz-Gemeinschaft
Deutscher Forschungszentren e.V., Bonn
Additional mandates

Wincor Nixdorf AG

Siemens AG

MTU Aero Engines GmbH*

Josef Mailer

Full-time member of the Works Council
of MTU Aero Engines GmbH, Munich
Additional mandates

MTU Aero Engines GmbH*

Dr.-Ing. Klaus Steffens ‘
Former President and CEQ|of MTU Aero Engines, Munich
Additional mandates

MTU Aero Engines GmbH*

Prof. Dr. Sigmar Wittig
Chairman of the Management Board of the

German Aerospace Center \(DLR, Deautsches Zentrum
flir Luft- und Raumfahrt), Cologne
Additional mandates

MTU Aero Engines GmbH*

|

Committees of the Supervisory Board

Personnel Committee
Johannes P. Huth, Chairmar‘

Reinhard Gerenflos (until Dgcember 31, 2005)
Dr. Jlirgen M. GeiBinger (aslof February 16, 2005)
Glinter Sroka \

Harald Flassbeck |

Audit and Finance Committee
Louis R. Hughes (as of Febru‘ary 16, 2006)
Reinhard Gorenflos, Chairman (until December 31, 2005)

Johannes P. Huth \

Giinter Sroka ‘
Babette Haas ‘
|
Mediation Committee
Johannes P. Huth, Chairman‘

Reinhard Gorenflos {until D?cember‘ 31, 2005)

Dr. Jirgen M. GeiBinger {as of February 16, 2005)
Giinter Sroka

Harald Flassbeck

* Group mandate within the meaning of Section 100 Paragraph 2 Sentence
2 of the German Stock Corporation; Law (AktC)
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15,000
Flight Hours

By the time an engine reaches 15,000 hours,
it has covered a dlistance equivalent to the
Frankfurt-Sydney-Frankfurt route about 250
times. In the life of a modern aircraft engine,
‘ that is not much, Routine maintenance
‘ work is enough to keep the engine in good
o : shape; as & rule, it is not yet necessary to
overhaul the engine. Before every take-off,
~ the co-pilot inspects the aircraft and engine -
among other things, checking for bent fan
blades and oil leaks.

The V2500 is one of the best-selling engines in its class.

The airlines’ technicians also check the
engine regularly. They use boroscopes to
look into its interior, diagnose hairline

cracks or damage, and initiate minor repairs.
Due to the high safety standards in aviation,
the life of an aircraft and its engines is docu-
mented in minute detail: Every technical
characteristic and even the smallest anomaly
are reported to the flight control center,

and the data is recorded there.
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Thrust for Decades

|

As the world’s fifth-largest engine manu-

facturer, MTU is one of the big plays‘:rs in the
industry. Germany’s Number One er‘agine
manufacturer develops and manufa‘ctures
components and modules for commercial and

military engines and assembles complete

engines. In the military engine arenﬁ, MTU
is the national partner of the Germe‘m Armed

~ Forces (Bundeswehr). In addition, the com-

pany is the world’s largest independent pro-
vider of commercial engine mainter‘)ance

services. Moreover, MTU uses its kr‘low-how
from engine construction in the indqutriaI gas

turbine business.

Commercial Engine Business -

the Growth Driver |

MTU derives the major part of its sgles frpm
the development and production of com-
mercial engine components and modules in
all thrust classes. In the commercigl new
engine business — including spare ‘parts =
the company is an important market partici-
pant: Aimost every third commercial aircraft
has MTU modules and components onboard.
Technologically, MTU’s low—pressuré turbines
and high-pressure compressors are‘:‘ world
class. In the commercial new engine busi-
ness, MTU cooperates with the Who's Who
in engine manufacture, its most im‘portant
partners being Pratt & Whitney, Ge:neral
Electric, and Rolls-Royce. MTU maintains
close links with each partner through coope-

rative ventures. /

In the year 2005, the developmen‘t activities
in the commercial engine business con-'
centrated on the two most importént future
programs: the GP7000, the engin? for the
mega-Airbus A380, and the PW60pO, the
engine for the single-aisle Airbus 7318.

MTU holds major stakes in both engine pro-
grams: In the GP7000, it holds a 22.5%
share as a risk-and-revenue-sharing partner
and in the PW60Q0Q it has a total 33% share
in the program. Today these program work-
shares do not yet reflect in the sales figures;
over the mid-to-lang-term, however, they

will represent an important volume of busi-
ness.

In addition to the manufacturing business,
the production of spare parts is the second
essential revenue generator in the commer-
cial engine business. MTU produces spare
parts for all modules in which it is involved as
a partner. An important role is played by the
high-pressure turbine of the CFé engine,
which powers Airbus and Boeing mid- and
long-haul aircraft, and the low-pressure
turbine of the V2500 engine, the preferred
engine for the Airbus A320 family of air-
craft. As a risk-and-revenue-sharing partner
in a total of ten commercial engine-family
programs, MTU also profits pro-rata from
the sale of spare parts.

The commercial engine business will profit
from an aviation market that will continue to
grow. Experts predict an average long-term
annual growth in passenger kilometers flown
of more than 5%, they estimate the market
for new engines in the next 20 years at over
40,000.

GP7000: Most Important Commercial
Engine of the Future

The GP7000 is the most important future
commercial program for MTU. The engine

to power the Airbus A380 is the first engine
to be developed and built jointly by Pratt &
Whitney and General Electric. MTU delivers
the low-pressure turbine and the turbine
center frame and is alsc involved in the pro-
duction of the high-pressure turbine. With
its risk-and-revenue-sharing stake of 22.5%,
it is the third-largest partner in the program.
The GP7000 has developed into the preferred
engine for the Airbus megaliner:




by the end of 2005, more than half ‘of all
=ngines ordered were GP7000s. In late 2004,
the GP7000 successfully completed its first
test flight on the wing of a Boeing 747. In
December 2005, it received FAA cejrtification
and in the spring of 2006, it is scheduled to
begin flight testing on the A380.

MTU employs about 300 people in both the
development and the production of the
GP7000. The program also creates about
1000 additional highly qualified jObS among
suppliers.

PW6000: MTU Cracking the
High-Pressure Compressor Market

With the high-pressure compressor it devel-
oped for the PW6000, the engine for the
single-aisle Airbus A318, MTU for the first
time launched a compressor on a commercial
core engine, allowing the company“ to pene-
trate a tough-to-crack market - a success of
strategic significance. In addition to the
compressor, it is also contributes the low-
pressure turbine. Final assembly of all engines
is performed exclusively at MTU Mainte-
nance Hannover, which received PW6000
production organization approval in August
2005.

The total program share of about 33%is the
biggest workshare MTU has ever had in a
commercial jet engine. In November 2004,
the PW6000 was approved by the US
aviation authority FAA and won its first
customer in August 2005, LAN Airlines,
Chile. Volume production begins in 2006,

Bestseller V2500

The International Aero Engines (IAE) con-
sortium’s V2500 engine which powers the
Airbus A320 family, has developed into a
best-selling engine: More than 5,000 orders
and options have already been reForded in

'

the order books; about half of the erigines
on order have already been delivered.

This “green engine”, as it is %:alled by experts
because of its particular env‘ironmemtal
friendliness, is especially popular in the Asia-
Pacific region, which has seén a real boom
for the V2500 in recent year‘s. To meet
customer requirements even better, IAE has
launched the “V2500 Select” engine upgrade
and aftermarket support pro‘gram ‘Among
other things, it provides for longer mainte-
nance intervals. MTU, which is a co-founder
of the IAE consartium, is th? world's leading
provider of maintenance sernvices for the

Vv2500.

PW300/PW500: Power fo“r Business Jets
MTU also provides plenty of{ thrust for busi-
ness jets: The German industry leader is
participating in the PW300 and PW500’
engine families, which have‘found homes
on small, mid-size and large business jets.
For the Pratt & Whitney Car‘1ada engines,
MTU develops and manufac“tures the low-
pressure turbine including the turbine exit
case and the mixer; it holds a 25% share
each in the PW300 and PW500.

\
The engines are used on a|rcraft such as the
Learjet 60, Cessna a|rcraft[ the Gulfstream
G200, and the new Dassau‘lt Falcon 7X. The
latter is powered by three PW307 engines.
The design concept of the {DWSOZ is based
on the proven PW306, how‘ever, it offers
more thrust, provides improved efficiency,
and burns less fuel. MTU's|share is 15%.
The PW307 was certified in April 2005, and
the first flight on the Falcop 7X followed a
few weeks later. Flight testing will continue
until early 2007. MTU expe“cts a total market
of up to 320 aircraft and up to 1,000 engines,

including spare engines.

The total business jet marl‘<et promises good
growth rates: In the year ZJOOS, sales rose
by 27 %. The market for aircraft powered by

PWC engines in which MTL‘J holds a stake
even grew by 43%.

The V2500 is one of the most importent current
production programs and MTU’s most important
raintenance program.
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Military Engine Business:
Technological Pace-Setter's Business
As technological pace-setters, military

|
engines are another mainstay of MTU: The

company develops highly advanced modules
and components, including turbines, com-
pressars, control and monitoring systems,
and innovative manufacturing and repair

processes.

In the military arena, MTU has for decade$
been the national market leader: As‘ the
German lead company for nearly all aircraft
engines flown by the German Armed Forces
(Bundeswehr), it provides enabling techno-
logies, develops and manufactures anines
and components, overhauls them, p;rovide‘s
technical-logistic support for its products,
and trains military and civilian emp\‘oyees of

the armed forces.

Eard wr

yw

MTU Aero Engines excels in blisk technotogy, for which it is a global leader. |

As the German partner in the European
engine programs, the Munich-based company
cooperates with the European engine
manufacturers. L.ooking back on more than
30 years in the business, MTU has positioned
itself as a reliable partner of choice,
contributing key components to the most
important military engine programs in
Europe. Beyond the borders of its home
market, it benefits from export sales under
the European military programs.

Major Military Programs

in the Years Ahead

The most important military programs in the
years ahead are the E)J200 for the Eurofighter,
the TP4Q0-D6 for the Airbus A400M military
transport, and the MTR390 for the Tiger
attack-escort helicopter.

Worldwide the EJ200 is considered the most
advanced engine in its class. MTU is devel-
oping and producing the Eurofighter engine
jointly with Avio, ITP, and Rolls-Royce. its share
is 33% in development and 30% in produc-
tion. The company provides the low-pressure
and high-pressure compressors, the electro-
nic engine control system, and is responsible
for engine assembly and testing of the en-
gines operated by the German armed forces.
Production contracts are placed for three
tranches; currently, production is ramping

up for Tranche 2 deliveries.

Under the Tranche 2 contract, MTU will pro-
duce 147 complete engines for the German
Air Force (Luftwaffe). Furthermore, by 2012,
it will produce a total of 519 low-pressure
and high-pressure compressor modules and
519 digital control and monitoring units,
which will be installed in the engines opera-
ted in Germany and in the other participating
nations. The engines of the second tranche
will be fitted with a new engine control and
monitoring unit, the so-called DECMU (digital
engine control and monitoring unit), for which
MTU has system design responsibility. The
DECMU combines control and monitoring
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functions in a single unit and is mére flexible
and less costly than the two systems
previously required. The new control unit is
designed in such a way that it readily accom-
modates future engine modifications. The first
engines of Tranche 2 will be delivered in the
spring of 2007. |

|

In the meantime there are first export wins:
Austria has ordered 18 Eurofighters. Inten-
sive sales negotiations are under way with
other European and non-European countries.

With the Cooperative Model of joint industry-
military maintenance for the EJ200 engine
the Bundeswehr and MTU are blazing new
trails: The EJ200 engines will now be main-
tained at a single site - MTU. That pools the
resources, limits storage capacity require-
ments, and ensures short cycle times. The
personne! of the partner, the Luftwaffe,

will remain involved in the overall process.
Starting in 2006, the Cooperative Model will
be extended to other important Luftwaffe
engines as well to include the RB199 (Tor-
nado), J79 (Phantom), and the RR250-C20
{Bo-105 helicopter) engines.

The TP400-Dé is the engine to power the
A400M military transport, and, at 11,000 shp,
it is the most powerful turboprop in the
Western world. The work is being coordinated
by Europrop international, or EPI for short.
MTU participates in the consortium with

a share of 28%; Snecma and Rolls-Royce plc.

also hold 28%, and Spain’s TP 16%.

For the TP400-D6, MTU is developing and
producing the intermediate-pressurz spool,
including the IP compresso" and turbine. In
addition, it is involved in the control system.
MTU Maintenance Berlin-Brlandenpurg in
Ludwigsfelde plays a particylarly important
role for the partners: That is where the devel-
opment tests, the exc\usive% final assembly,
and the acceptance tests for all production
engines will be conducted. ‘The facility’s new
test cell is the only one in Europe for this
engine. It was completed in August 2005.

In October, the engine sucqessfully passed
its first test run. The first flight of the A400M
powered by TP400-D6 engines is slated for

2007.

First export orders have aiready been
received for the A400M wit‘h the TP400-Dé:
South Africa has signed a c‘ontract for the
purchase of eight A4OOM a‘ircraft, and
Malaysia for the purchase f})f four; Chile has

issued a declaration of intent to buy three
aircraft.

The MTR390 engine for the German-French
Tiger support and anti—tank‘ helicopter was
developed in collaboration ‘with Turbomeca
and Rolls-Royce. The engine has since enter-
ed the production phase. 110 production
engines had been delivered by the end of
2005. MTU’s activities in the MTR390 pro-
gram concentrate on the technologically
advanced core engine with the combustor
and high-pressure turbine as well @s a

number of accessories. ‘

The Tiger has already won ‘some export
customers: Australia has o‘rdered 22 units
and Spain 24. The Southern Eurdpeans will

be the first Tiger operators‘ to receive the
MTR390 Enhanced, a 14 % luprated version
which will be developed together with Spain’s
ITP in the period from 2004 to 2008. The
new model version will pro‘vide additional

impetus to MTU’s export b‘usineslsl

Under the: Cooperative Mode!, MTU and Bundeswehr
employees work shoulder-to-shoulder ir the EJ200
engine assembly shop.
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Commercial Maintenance: Global Leader

, ]
The maintenance of commercial aircraft

engines is one of MTU’s core competencies.

In the commercial maintenance bu‘siness;
MTU is the world’s largest indepenﬁient pro-
vider of engine maintenance services, with

annual sales of €732 million ($911 million) in
an overall annual volume of about $14 billion™.
With its licenses, MTU covers abou‘t half of

this market and enjoys above-average

growth. In the mid-term, MTU expe:cts to

. . . [
increase its annua) sales in the ma‘mtenance

business to about €1 billion. AéroStrateg‘y

estimates the market development in this

period at an annual volume of a‘both $17

billion*.

MTU has pulled its repair, overhaul ‘and main-

tenance activities together into|a fl‘.mctioh
that operates a network of mairﬂte‘nance‘
shops: MTU Maintenance. The company and

its subsidiaries have established afworldwide
presence: In addition to the Ge‘rma‘m loca-
tions in Hannover and Ludwigsfelde (Berlin-
Brandenburg region), MTU also| och-:rates
sites in Zhuhai (China), Vancouver|(Canada),
Kuala Lumpur (Malaysia), and Brazil. The
technology is continuously shared among the
subsidiaries. That ensures the ;arr"le high

. . .
standard of service worldwide.|Major areas

include the maintenance of en ;inés in which
MTU Aerc Engines has a risk-a 1d-:revénue-

sharing stake, for instance, the CF6,
PW2000, or V2500.

* commercial engines for 35-plus seaters

MTU Maintenance is also becoming increa-
singly involved in programs that are not in
MTU’s manufacturing portfolio, such as the
CFM56 and CF34 engine families. The
CFM56 family comprises five different models
that equip the Airbus A320 twin-jet family,
the long-haul A340 transports, and the
standard and next-generation Boeing 737.
With a backlog of nearly 14,000 orders from
about 300 customers, the CFM56 is the
hottest selling engine for commercial air-
craft and thus an attractive market, in

which MTU Maintenance is continuously
increasing its share.

The CF34 is the best-selling engine in its
class worldwide. Its main applications are
business jets and regional jets with 50,

70, and 100 seats. Today the CF34 is front
runner on 50-seaters. Bombardier’s and
Embraer’s 70- and 100-seaters are also
equipped exclusively with this engine. All of
MTU’s maintenance activities for the CF34
have been pulled together at MTU Mainte-~
nance Berlin-Brandenburg, In the mid-term,
MTU Maintenance expects to increase its
annual seles in the commercial maintenance
business worldwide to about €1 billion.
That wouid be equivalent to a world market
share of §%.

The Maintenance Group wants to expand its
portfolio step by step: the new Engine Pool
Services have already been added. Airlines
are provided with lease and spare engines of
the most popular types wherever in the world
they are needed. In addition to aircraft
engines, MTU Maintenance also maintains
industria! gas turbines, heavyweights in the
portfolic being GE's LM2500 and LMé000
series of IGT.



In the commercial maintenance business,
the total contract volume as of December
2005 was worth about €3.1 billion. The
largest new customer was JetBlue: An
exclusive ten-year agreement was signed
with the airline for the maintenance of its

V2500 engines.

e e N
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With a value of €750 millio‘n, the order is

the largest in the history of MTU Maintenance.

An agreement worth $300 ‘million was con-

cluded with Shanghai Ai -IinFs for the main-
tenance of PW2000 and|CF34 engines. Other
new contracts covered the ‘mainte‘nzance of
CF34-8 engines for Hong K[ong Express and

of CFM56 engines for the %737 fleet of the
Brazilian low cost carrier GOL.

The newly introduced flowline principle shortens cycle times - a benefit to the custom‘er. |
I

|
[
|
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High efficiency, low noise, low weight: The GP?OdO low-pressure turbine sets standards.
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Research and Development:

Propulsion for the Future
| \

|
i
Its innovative technologies and processes

keep MTU at the forefront of the en;‘;ine busi-
ness. The company’s research and :develop-
ment activities make sure MTU \“NEH“ maintain
and expand its technologica!l leadership
position.

\
The MTU experts work closely (witp the three

big OEM partners Pratt & Whitney, General
Electric, and Rolls-Royce, as w‘eH as with

all European engine companies, aiong with
universities and research institute’s, such as

|
the German Aerospace Center|(DLR).

I
|
[
\

The common goal is to produce quieter,
more fuel-thrifty, and cleaner engines that
provide maximurn operational safety. For air
travel to remain the only truly global means
of transportation, both economic and eco-
logic aspects must be front and center in
all development efforts.

Research and development at MTU focuses
on compressors, turbines, and engine con-
trol and monitoring systems. MTU develops
new engine modules and components as
well as innovative processes that make the
development, manufacture, and maintenance
of engines more efficient, faster, and more
environmentally friendly.

Work on current products

Last fiscal year the spotlight was on three
engine programs: the PW6000, the GP7000,
and the TP400-D6. The PW6000 was a big
success: For the first time in its annals,
MTU has developed and built a commercial
high-pressure compressor and has thus for
the first time manufactured a core compo-
nent for a commercial engine. The technology
for-this compressor, which is unique in its
class, was developed under the Engine 3E
technology program sponsored by the Ger-
man government, in which MTU has a major
role. The high-pressure compressor of the
PW6000 is characterized by the highest stage
pressure ratio worldwide and has demon-
strated its safety and reliability in all flight
conditions — even when operating close to
the surge limit. In 2005, the PW6000
sucessfully completed the flight test phase
on the Airbus A318 and has since been
selected by a first customer.



in the GP7000 program, MTU is re‘sponsible
for the low-pressure turbine and tr‘me turbine
center frame. The six-stage Iow-erssure

turbine is characterized by particu‘larly high

efficiency, low noise level, and Iovsf weight -
making it a prototype for the engine of the
future. The GP7000 provides the ;“Jower for
the mega-Airbus A380. Flight testi‘ng of the
GP7000 on the Airbus A380 is scheduled to
begin in April 2006, and the first four engines

have already been delivered to TOI‘JIouse.

While the GP7000 and PW6000 h%ve already
received certification, approval in ‘the third
large development project, the TP400-D6, is
planned for the end of 2007. The MTU team’s
contribution to the most powerful}turboprop
engine in the Western world includes the
intermediate-pressure compressou", the inter-
mediate-pressure turbine, and the intermedi-
ate-pressure shaft. MTU is also collaborating
with Snecma on the engine and p‘ropeller
control system. So far, the first five mile-
stones of the program have been icompleted.
On October 28, 2005, the engine 'of the
A400M military transport success:fully com-

pleted its first test run at MTU Ma‘xintenance

Berlin-Brandenburg in Ludwigsfelde and has

already achieved the maximum ra‘ting.

Also in the military area, a specia%ized team
is working on the further development of the
MTR390. The new version of the engine for
the Tiger attack-escort helicopter‘- the
MTR390 Enhanced - provides 14% more
power. As a result, the combustor and high-
pressure turbine from MTU’s workshare

are exposed to higher temperatur}es. New
thermal barrier coatings and an optimized
cooling system for the turbine are designed
to withstand such temperatures. “Testing

of the engine starts in 2006; the combustor
has already been tested successfully this
year on MTU’s test rig. The MTR39:O Enhanced
version is scheduled for approvalfin the year

2007.

Research for
future engine generations

The geared-fan concept|promises to reduce
fuel consumption by 10% ajnd to lower the
noise level by 50%. MTU works together with
Pratt & Whitney Canada anéj Avio on-a geared
fan demonstrator, the ATFI (Advanced Techno-
logy Fan Integrator). What makes this con-
cept special is a reduction|gear connecting
the low-pressure shaft andithe fan. It ensures
that the fan and the low-pressure turbine
each operate at their optimum speed. Last
financial year, the ATFI high-pressure com-
pressor developed by MTU successfully com-
pleted a test run in the core engine. Another
key component of the gJeaf'ed fan is the high-
speed low-pressure turbin:e, which runs
about three times as fa‘st as a conventional
unit. It is of pivotal impgrtance to the opti-

mum design of the oven"‘amsystem.

low-pressure turbine.

[
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MTU has specialized in this compoﬁent and
is the worldwide leader in this ar‘ea.“ Ina
large number of test runs, its excellent effi-
ciency was demonstrated again'and again,
s0 that the high-speed tow—press‘ur“e turbine
is almost ready for use in the de‘vel‘opment

of production & engine. |

fe  [STEEE em
Interturbine duct of the Clean technology
demonstrator.

If fuel burn is to be reduced ev}en jfurther,
additional cormponents, such as heat ex-

changers, have to be integrated. Whi!e heat
exchangers are often found in stationary gas

turbines, their use in aircraft erngi:nes has so
far been prevented, primarily because of their

weight. As part of the EU progranﬁCIean
{Component validator for envir‘onqnentally
friendly aero engines), key tec‘hno‘logies were
tested for a recuperated engine. The heat

exchanger uses the residual eneréy in the ex-
haust gas to heat the compresTso% air before
it flows into the combustor. That contributes

I
|
{ .
|
l

decisively to a reduction in fuel consumption.
The MTU heat exchanger is characterized by
its very compact design and low weight. The
results obtained with the Clean demonstator
are very promisinig, with the fuel consump-
tion expected to be 15 to. 20% below current
levels.

Additional research programs are:

 Silencer: an EU-sponsored program in
which national technology leaders like MTU
work on nove! engine blades designed to
lower perceived engine noise by 50%. In
2005, MTU tested several alternative ways
for noise reduction.

« JTDP (Joint Technology Demonstrator Pro-
gram): a joint program with Pratt & Whitney
that uses 2 PW6000 development engine
to test component technologies for high-
pressure compressors and low-pressure
turbines in engines for medium-haul aircraft.

« Vital (Environmentally Friendly Aero Engine):
an EU-sponscred project that looks into
new technologies for noise and weight
reduction of conventional turbofan engines.
Five companies from five nations are
working on this project: MTU, France’s
Snecma, the U.K.’s Rolls-Royce, Sweden’s
Volvo Aero, and ltaly’s Avio.

To promote new key technologies and inte-
grate them in the overall aircraft system,
MTU last financial year joined forces with
EADS, Liebherr, and the Bavarian state
government to found the “Bauhaus
Luftfahrt”. One of the topics studied under
a long-term research project will be hybrid
aircraft engines. The work also focuses on
alternative aircraft concepts and alternative
approaches to the integration of engines in
the aircraft as well as long-term scenarios
for the development of aviation.




Innovative technologies for
novel products ‘
MTU is committed to the continuods improve-
ment of its manufacturing and maintenance
procedures. Methods developed to produc-
tion maturity by MTU last financial year included
processes for improved protection of com-
ponents against wear, new manufécturing
and repair processes, and new measurement
methods for blisks. Biisks — integrally biaded
rotor disks — are high-tech compohents used
in compressors. They are a textbook example
of MTU’s innovative power: The disks and the
blades are machined from one single piece
and are no longer assembled from separate
components. The advantages: increased
component stability and strength,f higher
aerodynamic efficiency and lower} weight. A
number of patents have been grahted in the
area of blisk technology. |

i
i
|
|
‘
i
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MTU’s patent portfolio covers all areas
necessary for the company’s operation. MTU
currently holds some 1 800 patents and
patent applications; each year about 100
new applications are added. That places the
company in a top ranking in the industry.

|

MTU and Pratt & Whitney are developing

a new high-pressure compressor that could
be used in engines for new generation
single-aisle airliners. Among other things, its
extremely lightweight construction makes

it the compressor of chbice for conventional
engines and engines with |reduction gears.
The component tests are slated to begin in
September 2006.

|
1

]t

High-speed milling is ane of the processes used in the production of blisks.
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For MTU Aero Engines, responsioiIH'ty for the
world outside it is not a compulsory exercise
but comes natural with the respanéibility
the company assumes for its employees, cus-
‘ tomers, partners and neighbors, Protection
of the environment is among its|essential
corporate goals and is firmly anchored in its
corporate philosophy. It is pursued in harmo-
ny with cther corporate goals and the best
interests of the staff and the publlé. Compli-
ance with the environmental po icyI is moni-

tored by the Board of Management.

1
Its low emissions make the V2500 th(e “green engine”.
1 .

|
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The company’s products and work proces-
ses are scrutinized against stringent environ-
mental criteria over the product’s entire life
cycle from development through production
to maintenance. Central environmental con-
cerns are the recycling of residual material,
remediation of environmental damage, and
the reduction of energy and water consump-
tion and of noise and pollutant.emissions.
The company is resolved to continuously
advance and steadfastly improve its environ-
mental protection effort.

With its products, MTU contributes to clea-
ner and quieter air traffic: Conventional
propulsion systems are being improved, and
new, more environmentally friendly systems
are being developed. Since the 1950s, fuel
consumption has been reduced by about
70%; there has also been progress in noise
reduction: Today’s engines are perceived




to be only half as loud as their pred‘ecessor
models. And this development is co‘ntinuing:
Future engines are expected to burgr1 20%

less fuel, make 50% less noise, and produce

80% less oxides of nitrogen.

MTU pursues these goals in national and
international technology programs: Clean,
ATFI, Vital, and Silencer are the great projects
that involve cooperation on a European or
international scale.

By using novel repair techniques, té)o, MTU
effectively helps the environmental effort,
repairing where others might discard, true
to its motto: Repair beats replacement.
Thanks to its innovative repair techniques,
about 70% of the engine blades are allowed
a second, third and fourth life. This bene-
fits the environment and customers alike,
the latter having to pay much less than what
new parts would have cost them. -

MTU has the progress made in its environ-
mental activities regularly audited through
audits and management reviews, énviron—
mental management systems coordinate
and monitor all activities at the company’s
various locations and ensure that the same
high standards are applied worldwide.
Goals and actions are outlined and publis-
hed regularly in environmental statements.
For MTU the open dialog with customers,
partners, public agencies, and neighbors is
a matter of course. Employees are informed
comprehensively and are made sensitive

to these environmental concerns through
training.

L.,

) | : "
the future. Shown here is the ATFl demonstrator.

Will benefit the environment: The: engine of

MTU’s environmental efforts are worth,
taking a look at. For thelML'mich headguar-

|
ters, for example, the 2005 environmental

performance statement shows that the
recycling rate is being rTaimtained ata

constant high level. Noise al'batement is being
improved continuously: By means of a noise

map and special softwa‘re, different noise

levels are simulated to d(eri\'/e concrete
abatement measures. On trime largest engine
test stand, extensive modifications were car-
ried out, and noise emi‘ssions were:

reduced by half.

Through the considerate use of ground water

for cooling purposes, s‘everal million cubic
meters of drinking water are saved. Safety

heat exchangers are used|to prevent thermal
pollution caused by the‘ discharge of hot

water into the environment.
l
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Standard engine of many historic German
aircraft: the BMW Vi.
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~ An Eventful History:
A Company with a Tradition and a F

=
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From the dawn of aviation to the era of
modern engine technology - MTU has seen
the entire history of aviation. In the course
of the 100-year history of power‘ed flight, it
has been playing a major role in|driving

progress of aircraft engine devel‘opr{‘nent.
B

MTU Aero Engines GmbH is a successor to
BMW Flugmotorenbau GmbH, wl"ﬂcfp was
established in 1934. That company had its
origins in Rapp Motorenwerke, which was
founded in 1913 by flight pioneer Otto Rapp -
on Munich’s Oberwiesenfeld and was re-
named BMW in 1917 and BMW FIug‘motoren-
bau GmbH at the end of 1934. In f938 the
company moved to Munich-Allach, where
MTU Aero Engines is located to this day.

At the end of World War I, Germanl was
compelled to quit aircraft engine bu]ilding.
The Allach engine factory was turned into a
repair shop for US military vehicles,.1 This
phase lasted until the mid-19505‘. 1954
marked the beginning of a new political era
in Germany, and aircraft engine proéuction
was resumed. BMW Studiengesellsc%haft fir
Triebwerkbau GmbH was foundec{i in: 1954
and BMW Triebwerksbau GmbH in 1957, The
latter reentered engine manufact‘ure‘ under
license agreements. in 1959, it sltarted
building, under license, General ﬁleétric’s
J79-11A engine for the Lockheed Staﬂrﬁghter
F104. 1

|

In 1960, M.A.N. took over a 50% share of
BMW Triebwerksbau GmbH and p#cké‘d up the
remaining 50% share five years |ater; with

this move, BMW exited the aero ¢ ng"ine busi-

ness altogether. BMW Triebwerksbau GmbH
was mérged with M.A.N. Turbomotoren
GmbH and renamed M.AN. Turbo GmbH.
The new company won orders for the license
manufacture of the Rolls-Royce Tyne engine,
which powers the Breguet Atlantic marine
reconnaissance/antisubmarine warfare air-
craft and the C-160 Transall airlifter.

[n 1969, Motoren- und Turbinen-Union Miin-
chen GmbH, or MTU Miinchen for short, was
founded. The meve came in the wake of an
agreement between Daimler-Benz AG and
M.A.N. AG to merge their respective aircraft
engine and high-speed diesel engine activi-
ties. In the process, MTU Miinchen (aircraft
engines) and MTU Friedrichshafen (diesel
engines) were formed, with the latter to
become a directly-managed DaimlerChrysler
subsidiary later, in 1995. 1969 also marked
the launch of development of the Tornado
engine RB199-34R. This engine is MTU’s
most successful military engine program to
this day.

In the 1970s, MTU increasingly complemen-
ted its military engine activities with devel-
opment work on commercial engines. In
1971, MTU entered the commercial engine

business and concluded a cooperation agree-

ment with General Electric on the manu-
facture of the CF$-50 engine for the Airbus
A300.

In 1979, the growing demand for engine
repair, maintenance and overhaul services
prompted the forration of MTU Maintenance
Hannover at Langenhagen. With this move,
MTU launched into the commercial engine
maintenance business, creatihg a new
business unit.

In 1985, MTU became a wholly-owned
Daimler-Benz AG company. That year, it
started collaborating with Pratt & Whitney
Canada. In 1989, MTU became part of
Deutsche Aerospace AG (Dasa), the organi-
zation that combined practically all of the
German aerospace industry under its roof.



In 1991, MTU began expanding its network
of maintenance locations and acquired MTU
IMaintenance Berlin-Brandenburg and Airfoil
Services Sdn. Bhd. in Kuala Lumpur; Malay-
sia. That same year, MTU and Pratt 8‘( Whitney
signed an agreement on their strateéic
alliance for cooperation in the commercial
turbine engine segment, which gave MTU

i right to participate in Pratt & Whitney’s

commercial engine programs. |

fn 1992, MTU Maintenance Berlin—B‘randen-
bburg set up the Pratt & Whitney Canada
Customer Service Centre, a joint vénture
'with Pratt & Whitney Canada, in Ludwigsfelde.

In the mid-1990s, the world econoﬁy moved
into turbulences caused by the first war
in Irag, an oil crisis, and a weak dollar.
Commercial aviation saw a drastic éollapse.
MTU, too, was hard hit by the crisis. The
company was quick to react to the Ehallenge
and emerged from the downturn in“1996‘

|

i
In November 1998, MTU acquired MTU
Maintenance Canada. Also added to its
global locations were MTU Maintenance do
Brasil and MTU Aero Engine Design and Vericor
in 1999, MTU Maintenance Zhuhai in 2000,
and MTU Aero Engine Componentsiin 2001.
In the year 2000, Dasa was incorporated
into the European Aeronautic Defense and
Space Company, or EADS. MTU Miinchen
became a wholly-owned subsidiary of
DaimierChrysler and was renamed MTU
Aero Engines. In 2002 a development and
design center was opened in Ludwigsfelde.
Development work is now done at three
locations: Munich, Rocky Hill, Conﬁ., and
Ludwigsfelde.

|
|
|
{
|
i
!

In 2003, the company poc qu its activities
in the US market, merging MTU Aero Engine
Design and MTU Aero Engine Components

under the roof of MTU Ae

|
ro Engines North

America (AENA). Early that year, MTU was

awarded the 23rd Innovation Award of the
German Industry for the High-pressure

compressor it developed

In 2004, DaimlerChrysler
Engines to Kohlberg Kravi

or the PW6000.

sold MTU Aero

‘s Roberts (KKR),
1

a global private equity company, following
negotiations that had lasted for almost a

full year.

|
|
|

MTU Aero Engines’ successful initial public

offering followed in June
the stock exchange incre
capital of MTU to more th
That put MTU on a sound

2005. The listing on
1sed the equity

an| €500 million.
financial basis for

the future. In early FebruarylZOOé, KKR sold

all of its 29 % share it had
after the |PO. With this m

retained in MTU
ové, MTU had

reached an important strategic goal: being
1
a stand-alone company.

i | |
The EJ200, engine for the Eur

figiiwter, is considered

the most advanced engine in its class.

i
l

|
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Locations:

A Strong Local Presence

Around the Globe

MTU Acfo Engines is Germany's leading
engine
manufa
mercial
industri

hanufacturer. It designs, develops,
tures, markets and supports com-
ind military aircralt engmes and

I gas turbines. It has content on
engineslin all power and thrust categories
and acr
and subpystems. The company cooperates
with thy world's major engine makers.

A techn
areas, |

kets an

su all major engine components

logy leader in essential engine
TU has atfiliates in all major mar
1egions worldwide.

MTU Agro Engines Holding AG
MTU Aefo t ngines Holding AG manages the
companjes of the MIU Group.

MTU Adro Engines GmbH, Munich

MTU Aejo Engines s headquartered in
Munich{ The head office controls the global
networld of subsidiaries, the company's
maintenance activities and the research and
development activities.

At the I
militarylengine components and subsystems

unich location, commercial and

are developed, manufacturea, assembied,
tested. pnd marketed. In addition, the com-
pany develops new production and repair
processes and maintains military engines.

MTU commercial maintenance activities are

combingd under the roof of MTU Maintenance.

The comppany operates shops i Germany,
China, ¢anada, and Brasil, winch makes it
the world’s largest independent provider of
commefcial engine maintenance services. All
of MTUJs maintenance locations have engine
service
repair services in their porttobos.

. accessory services and high tech
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MTU Maintenan
Canada Ltd.

MTU Maintenance Hannover GmbH
MTU Maintenance Hannover repairs and
overhauls mid size and large commercial
engines. including Gt CF6-50s and

CF6 80C2Zs, Pratt & Whitney PW2000s,
IAE V2500s and CFMI (General Electric/
Snecma) CFM56s. For the V2500, MTU
Maintenance Hannover is the worldwide
market leader.

Rounding off the portfolio, the company
also offers customer training, maintenance
training, financing support, and Z4-hour
service. The Engine Pool Services provide
spare engines to airlines and operators of
gas turbines as needed.

In August 2005, MTU Maintenance Hannove
has obtained PW6000 production organi-
zation appproval. The PW6000 is assemble
exclusively on MTU Maintenance Hannover’
final assembly fine. With this capability
added, all three German {ocations now hav
a final assembly line for new engines. Final
assembly of military jet engines s perfor-
med in Munich; in 2007, MTU Maintenance
Berlin-Brandenburg in Ludwigsfelde will begi
assembling the TRP400-Dé.

B
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I
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A
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t—— MTU Aero Engines No:lh{‘ America inc. ‘

Vericpr Power Systems LLC.

MTU M.‘flmenance do
Brasil Lida.

MTU Maintenange

Berlin-Brandenbh

urg GmbH

MTU Maintenance Berlin-Brandenburg in

Ludwigsfelde ma

ntains small engines and

industrial gas turbines. It supports PT6A, |
J115D, PW200, apd PW300 series enginey

and GE's CF34 e

gine family. In the arca of

industrial gas turpines, MU Maintenance
Berlin-Brandenbuyrg specializes in GE

(LM seriesj turbi

es.
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MTU Maintenance Hannover GmbH

ero Engines Holdin
ero Engines GmbH

Ihe Ludwigsfelde site 1s responsible for the
pssembly of low-pressure turbines for nearly
pit engine programs in which MTU has a
phare. Currently. a final assembly line is
being set up for the TP400-D6. In the future,
his MTU subsidiary will assemble all the

D the TP400-D6 test stand, which was
rompleted in August and is the Western
vorld's largest production test stand for tur-
oprop engines. the 1P400-D6 successfully
tompleted its first run in Qctober 2005.

MTU Maintenance Canada Ltd.

|he focus of MTU Maintenance Canada in

ancouver is on the maintenance of CF6-50
nd CFM56 engines.

UTU Maintenance do Brasil Ltda.

TU Maintenance do Brasil concentrates on
he marketing and sale of maintenance
ervices in support of engines and industrial
as turbines in the South American region.

MTU Maintenance Berlin-Brandenburg GmbH

bigines of this type manufactured in Europe.

MTU Maintenance Zhuhai Co. Ltd.
MTU Maintenance Zhuhai, a joint ve
with China Southern, secures MTU d
hold in the growth market China. Thg
pany opened shop in early Novembe
and was honored with the Asia-Pacif|
Independent MRO Operation of the

Award 2004. The Chinese shop repa
overhauls V2500 and CFM56 engine

Apart from its MRO companies, MTU
Engines has further affiliates and joi
ventures that operate bott inside and
aerospace.

S
N
5

ture
foot-
> COm-
r 2002
c

ear

rs and
5.

Aero
t
outside

MTU Maintenance
Zhuhai Co. Ltd.

A

MTU Aer
MTU Aerd
designs ¢
MTU and
such as tt
Harttord-4)
tating con
shafts. Th
participat
in which i
the Joint §
twa differ
Conn.

Vericor P
Vericor Pg
Atlanta, G
supports |
induystria!

7

'

0 Engines North America Inc.
Engines North America (VXENA)
bmponentis for engines iniwhich
Pratt & Whitney are partnering,
¢ PW6000 and GP7000. The tast
ased company manufactires ro
ponents. such as disks, tings and
rough AENA. MTU to somie extent
2s in US military engine programs
holds no formal stakes, i‘;uch as
trike Fighter and Raptor. AENA has
2nt locations near East Hartford,

ower Systems LLC. |

wer Systems is headquartered in
B.. and markets, distribufbs and
F and ASE series marine and
gas turbines.
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Das V2500 gehdrt zu den meistverkauften Triebwerken seiner Kiasse.

25,000
Flight Hours

An engine usually requires its first over-
haul after five to saven years in service, or
after 20,000 to 25,000 flight hours. The
overhaul may become necessary for safety
concerns identified, such as a defect, but
often also for economic considerations:
An increase in fuel consumption may be
attributable to worn blades. An overhaul will
bring the amount of fuel burnt to the
original level.

The engine in need of repair or overhaul is
removed from the wing and hauled to one of
MTU’s maintenance facilities for a shop visit.
To assure uninterrupted revenue service, air-
lines can be provided with MTU lease or spare

. engines. Upon arrival at the shop, the engine
is stripped into its more than 50,000 detail
parts. Each part is cleaned to remove contam-
ination and corrosion, and is then inspected
for damage. Depending on the result of
inspection, parts may be reinstalled, repaired
or replaced. The cost of repairs is often sub-
stantially lower than the price of a new part.
Some parts can be repaired up to three or
four times. At the end of the shop visit, the
engine is tested on the test stand. If the en-
gine passes the acceptance run, it is returned
for reinstallation. After each overhaul, the
technicians reset the engine’s hour meter to
zero, since the overhauled engine parts are
now as good as new, their remaining life being
up to 10‘0% the life of a brand-new part.
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Substantial growth in revenues
and earnings — an overview of

financial year 2005

MTU Aero Engines Holding AG and its
affiliates (hereinafter referred to as| “MTU” or

“Company”) have substantially i
their revenues and earnings in f

mrleased
inarpcial year

2005. Revenues increased by 12.0;%, from

€1,918.0 million in 2004 to €2,}14§,6 million
in 2005. Commercial engine maintenance
saw a particularly dynamic grovjth; revenues
in this business unit increased by ?T7.1%,

from €575.9 million to €732.1

million.

Contributing to this strong increase were
numerous new customers, such/ as|China’s
Shanghai Airlines, or the US’ JetBlue and

America West. JetBlue, for insta

signed an exclusive 10-year contract

for the maintenance of the V25

nce, has

?

00 engines

that power its fleet of Airbus A320-family

aircraft.

in the commercial engine busin
benefited from its well-balanced
folio in the year under review. T
of orders received increased in
programs, such as the V2500 {

|

ess‘, too, MTU
prc‘>duct port-
he lnumber

both existing

Airbus A320

family) and the PW2000 (Boeing 757 and

]

C-17), and in new programs rampipg up for

production, such as the PW600
Airbus A318 and the GP7000. T

0 for the
he‘GP700()

for the Airbus A380 already boasts a market

share of more than 50% even b
duction is launched.

efore pro-

The military engine business was marked
by three key events in 2005: First| MTU
strengthened this business unit over the long

term with the expansion of the

Cooperative

Model of joint industry-military engine
maintenance with the German Air Force.
Second, the Ej200 order from Austria dem-
onstrates the Eurofighter’s export prospects.
And third, an order for an upgrade of the
T64 helicopter engines improves capacity
utilization in this business segment.

The positive business development in all
business segments led to significant impro-
vements in the earnings and cashflow
situation for the financial year. MTU in 2005
increased adjusted EBITDA by 35.3% to
€233.0 million, from €172.2 million in the
previous year. EBIT grew by 60.3% to
€130.0 million in 2005, from €81.1 million
the previous year. During the same period,
cashflow from operational activities quadru-
pled from €72.9 million to €290.1 million.

" The positive business development also

allows the company to pay a dividend.

The Board of Management and the Super-
visory Board will propose to the General
Shareholders’ Meeting, held on May 12, 2006,
a dividend payment of €0.73 per share,
which is equivalent to a distribution volume
of €40.15 million. The dividend rights cover
the full financial year 2005.

The MTU share was admitted to trading for
the first time or June 6, 2005, The success-
ful 35,650,000 share issue was a key event
for the financial year. 20,650,000 of these
shares were originally owned by the existing
majority shareholder, and 15,000,000 shares
resulted from the increase in equity. The

net proceeds of the emission amounted to
€294.7 million.

In 2005, MTU essentially utilized these assets
and additional inflows of liquidity from its
operational activities for the repayment of
existing liabilities. The net financial liabilities
of the company decreased from €838.0
million to €237.2 million within one year. The
equity ratio of 20.7 % underscores MTU's
solid post-IPO financial position.




The Airline Industry ‘

on a Steep Upturn Trend |

During financial year 2005, MTU bénefited
from accelerated growth in worldwide air
traffic, which recovered from the fallout of
the events of September 11, 2001, the war in
Irag, and the SARS outbreak. Acco‘rding to
|ATA (International Air Transport Association),
global passenger traffic (measured in pas-
senger kilometers) in 2005 increased 7.6%
over the the previous year, and cargo traffic
(measured in freight ton kilometers) by 3.2%.
This growth was particularly strong in Asia
and North America.

On the US market, the insolvency of major
airlines such as Delta Airlines and|Northwest
Airlines was cause for concern. It is appar-

|
ent, however, that major parts of the fleets

continue operating even under Ch“apter il
bankruptcy protection, and keep ghe us
market growing despite such proceedings.
Even the sharply rising fuel prices’, with the
price for kerosene soaring 42% in} 2005,
has not weakened the upturn in the airline
industry in the long run. The airliq’es mana-
ged to recoup some of these additional costs
from their passengers by imposin‘g fue!
surcharges on ticket sales. i
.

The growth in commercial air traffic neces-
sitates an expansion of global flight capac-
ities. During the financial year, thfe number
of Airbus and Boeing new deliveri‘es increa-
sed by 10.4%, from 605 to 668 aircraft.
During that same period, the nurber of
engine deliveries (not including spare

engines) to airlines increased by 8.8%.

|

The commercial MRO buF,inFss, too, saw a

marked increase in 2005‘. The management

consulting firm AeroStrategy is forecasting
sustained growth at an aver;age annual rate

of about 7% from 2004 to 2!014.

The V2500 is on its way to t{eco‘ming a bestseller

The military business, characterized by long-
term, multinational allialnces, saw stable
development in 2005. l?eﬁpite tight budgets,
the new Eurofighter wit‘rh iys EJ200 engines
has entered service with Europear air forces
almost on schedule. Mlcmy national armed
forces, including Germén‘yi’s, are replacing
their Panavia Tornados|powered by RB199
engines with Eurofighters,f which will result
in a decling in the militjary' spare parts and
maintenance businessJ However, business is
expected to pick up again over the next
several years with the brocurement of the
Airbus A400M military|transport powered by

TP400-D6 engines.
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MTU’s strategic orientation
MTU and its affiliates are among the world’s
Iarge§t manufacturers of engine|modules
and cbmponents. In the commercial arena,
the c&mpany is the world’s largest rlindepen—
dent provider of maintenance services for
aircraft engines. Its activities span the entire

life cy‘cle of an engine program r from the
develbpment, design, testing and production
of neyv commercial and military|engines and
spare parts to maintenance sen icés for

commercial and military engines.
|

L !
ey
= 7

i R s S5 S,
The GP7000 to power the A380 is one of MTU’s key programs in the years ahead.
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MTU’s activities break down into two busi-
nesses: the commercial and military engine
business, and the commercial maintenance,
repair and overhaul (MRO) business. In its
commercial engine business, the company
designs, develops and manufactures mod-
ules and components as well as spare parts
for non-defense engine programs, and per-
forms final assembly. In the military busi-
ness, MTU focuses on the development and
manufacture of engine modules and compo-
nents, the production of spare parts, final
assembly and repair and overhaul services.
The commercial MRO business covers all of
the company’s zctivities in the field of main-
tenance, repair and overhaul and logistic
support services for commercial engines.

Through technological leadership and pro-
duct quality, MTU has established a strong
market position. Its primary customers are
leading engine manufacturers such as Pratt
& Whitney and General Electric with whom
the company is working closely together,
the programs involving a variety of engine
famities. MTU also is a shareholder in IAE,
the consortium for the manufacture of the
V2500 engine family. In addition, the com-
pany also collaborates on a number of pro-
jects with other manufacturers of engine
modules and components, such as Volva
Aero, ITP, and Avio. MTU has major roles in
key European military engine programs and,
through its alliances, is the German indus-
trial lead partner for the engines flown by
the German Armed Forces. It is by far the
largest external service provider to the
German Armed Forces in the field of repair
and overhaul of military engines.



MTU’s organization and
accounting standards ‘
When preparing for the IPO, MTU in 2005
put a simple and transparent corporate
structure in place by merging the two gene-
ral partner and limited liability comp‘anies
from the previous structure into their respec-
tive parent companies. At the same time,
MTU Aero Engines Zweite Holding GmbH and
MTU Aero Engines Dritte Holding GmbH were
rerged into MTU Aero Engines Erste Holding
GmbH, since both companies had been
relieved of their original financing fuhction.
MTU Aero Engines Erste Holding Grr%bH was
then transformed into a stock corporation
under the name of MTU Aero Enginés
Holding AG. This company now manages the
operational activities of MTU Aero Ehgines
GmbH and its subsidiaries via MTU Aero

Engines Investment GmbH. MTU Acto

Engines Investment GmbH is also tHe issuer

|
of the high yield bond. The consolidated

financial statements of MTU Aero Engines
Holding AG are prepared according to the

International Financial Reporting Sta%ndards
(IFRS), account being taken of the iqterpreta—

tions of the International Financial R‘eporting

Interpretations Committee (IFRIC). ﬂhe com-
panies reported in the consolidated financial
statements are listed in the Notes to the
Consolidated Financial Statements under

Item 1.2. :
|
|

!in compiling the annual accounts and con-
Isalidated financial statements it was neces-
‘sary to make certain assumptions and

" |estimates that affect the reported amount

!of assets and liabilities. These forecasts are
\made to the best of our khowledge and in
Igood faith to ensure that theconsolidated
{ﬂnancial statements providea realistic and
jaccurate picture of the company’s assets,
(finances, and earnings. The following aspects
lin particular are affected by these estimates
'and assumptians:

|
| * Value of goodwill and other intangible
| assets

j * Valuation of accounts receivable
!
. * Analytical parameters for provisiors

¢ for pensions

'+ Risk assessment for the remaining
provisions

i« Revenues from long-term contracts and
the commercial MRO business

?The Notes to the Consolidated Financial
.Statements contain additional information.
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Order Situation

Significant increase in orders
in financial year 2005, MTU increased its

order backlog from €3,408 miHE‘on 'to

€3,649 million as of December 31,2005,
whichiis equivalent to 1.7 times tthe 2005

revenues earned by MTU.

in the' commercial engine business| the
|
order backlog increased by 21.4% t]o €1,844

miliion compared to €1,519 miIIJion the year
before. This growth resulted primarily from

the success of campaigns for th‘e \{2500
engine powering the Airbus ASAO family '

and the new GP7000 engine to (power the

Airbus A380. The first order recFivgd from

faunch customer LAN Airfines of Cpi[e for

the PW6000 also had a positivg effect.

In the military engine business, the order
backlog decreased to €1,590 million in late
2005, from €1,717 million the yeér before.
MTU managed to reduce the high 2005 order
backlog especially through deliveries under
the EJ200 program in support of the Eurc-
fighter. This was counteracted by the receipt
of an order from Austria for 18 Eurofighters
with 38 engines worth €94 million; deliveries
under this contract will begin in 2007.
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KOrder backlog equals 1.7 times 2005 annual revenues T
12/31/2005 12/31/2004
in € million ‘ % in € million %

Commercial and military business | ‘ 3,434 | 94.1 8,236 95.0

- of which: Commercial business : 1,844 ! 50.5 1,519 44.6

- of which: Military business 1,590 I 43.6 1,717 50.4

Ccmmercial MRO ;

Engines received 215 ! 5.9 172 5.0

Order backlog 3,649 | 1000 3,408 100.0
""" CommercialMRO e
'''' Order value of contracted engines ' 289% | | 1953

Expected order volume ! 6,5_45 5,36t




With the high-pressure compressor it developed for
the PW6000 to power the A318 engine, MTU for the
first time launched a compressor on a commercial
ore engine. .

The expansion of the Cooperative Model of
ndustry-military engine maintenance with
the German Air Forces in 2005 will strengthen
MTU’s military engine business long-term,

(n the future, not only the EJ200 for the Euro-
fighter, but also the RB199 for the Tornado,
the J79 for the Phantom and the RR250-C20
for the Bo-105 helicopter will al! be rrepaired
under MTU’s industrial leadership. The 10-year
agreement is worth totally €370 m]llion.

The order backlog in commercial engine
maintenance increased by 25.0%, to €215
million. Also, in the financial year, the order
value of MRO services under existing long-
term contracts increased by €943 million,
to €2,896 million. This increase is to a major
part attributable to a ten-year agreément
inked with the US’ JetBlue. The expected
order volume, at €6,545 million, was 22.1%
above the previous year's level. This order
volume is equivalent to three times MTU’s
2005 annual revenues.

i
i
i
|
i

 of Tornados and RB199 ¢

'Operating Results

|Increased revenues in

‘new business and in MRO

‘In the financial year, MTU
‘revenues by 12.0% to €2

ncreased its
148.6 million, from

:€1,918.0 million the priof year. The commer-

| cial MRO performed parti
| revenues increased by 27.
rin 2005, compared to €5
'year before. This growth,

cularly well, with
% to €732.1 million
75:9 million the -
which outpaced the

‘ overall market growth, stems primarily from

| the acquisition of new cu
[

“In the period under revie

in the commercial engine
by 7.2% to €943.4 millior
- lion the year before. MTU

' components rose by 26.3
. was primarily driven by g
V2500 (Airbus A320 fami
. bus A300, A310, A330, B
MD 11) engines, which ha
" tion for some time.

Revenues in the military
. €491.4 million, remained
comparad with the previo
million). In this business,
' program is a steady sourt
the Eurofighter is being i

stomers.

1
|

v, r]evenues earned
business increased
, from €879.9 mil-

S r{evenues‘ from

the manufacture of new engine modules and

%.|This success
owing sales of the
ly) |and CFé (Air-
oeing 747 and 767,
ve|been in produc-

engine business, at
virf'ually unchanged
us|year (€495.7
the EJ200 engine
ce of revenues as
ntroduced into ser-

. vice. On the other hand, the European air

forces have begun to pha

copter engine MTR390 fo

selout their fleet
ngilnes, The heli-
r the attack-escort

1 helicopter Tiger had a positive effect on

revenues.

( Total Revenues

Mio. €
2,500

1,500
1,000

500

2004

2.148.6
1
\
\
|
|

2005




Overview of income

ﬁﬂTU Group with significantly improved income in 2005

j Financial ye;r 2005 Financial year 2004
i in € million | % in € million %
Revenues /‘ ‘ 2,148.6 1} 100 1,918.0 100
Cost of sales ! j 1,864.8 w7 -1,627.6 -85
Gross profit i 3 283.8 i 13 290.4 15
R&L: costs ;‘ | 45.7 f -2 -57.7 -3
Selling costs and gen. administrative cc;sts -112.8 g -5 -155.7 -8
Other operating income and expenses 3 : 4.7 ﬁ 0 4.1 0
Result before financial result (EBIT) { i 130.0 { 6 81.1 4
Financial result") ! } 713 || -3 74.6 -4
Result from ordinary activities ! ‘ 58.7 j 3 6.5 0
Income taxes ! : -25.8 ! -1 -6.3 0
Net Income ' 4 | 329 | 2 0.2 0
Result per ordinary share in € ‘ : 0.60 : 0.00
*) Incl. share of income/loss in joint ventures accjounted for usin; the equity method.
!
{
|
ﬁeconciliation from EBIT to EBITDA adjusted
i 1 ] Financial year Finaricial year Change
in € million i ! 2005 2004 in%.
EBIT (operative result) " \ : : 130.0 A 81.1 60.3
+ Depreciation/amortization fixed ass}ets (current)i : - 750 70.5 6.4
+ Depreciation /amortization hidden réserves fixed'assets ”) | 63.3 62.5 1.3
EBITDA ‘ | 2683 214.1 25.3
o :“élc;nsumption“c-a-f"Fi-SA.D pro;i;ion 1 ----- I ....... - 381 -98.2 -612
+ Restructuring costs | i 2.8 6.7 -58.2
+ Profits in order backlog i 0.0 27.0 -100.0
+ Direct transaction costs I 0.0 22.6 -100.0
EBITDA adjusted ; 233.0 172.2 35.3
’ alio.ation.

*) Depreciation/amortization on hidden reserves; disclosed within the scope of the purchase price

!
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. Rapid pace of development pays off

MTU has invested heaviw in1 fundamental

. development work over #he past years, the

+ aim being to rejuvenate |ts product line.

Growth demands

higher up-front expenditures

During the financial year 2005, the increasing
proportion of revenues from new éngines
production and the accelerated growth in
maintenance have led to an increa“se in
costs of sales to €1,864.8 million, from
€1,627.6 million in the prior year. Costs of
sales above all include material costs, per-
sonnel expenses, scheduled depreciation
and amortization, additions and disposals of
inventories as well as expenditure"s that were
charged te MTU by consortium lead partners
for marketing new engines. i

'

The company’s successful development ‘
work over the past several years has steadily ;
increased the proportion of revenues earned -
through engine manufacture. Compared to
spare parts production, the manufacture of
new components requires more up-front
expenditures, which is reflected in the cost
of sales. The rapidly growing maintenance
business, too, requires additional materials
and outside services, which again increase :
the cost of sales. Therefore gross profit, at
€283.8 million, was €6.6 million less than

in the prior year. A decline in selling, admin-
istrative and R&D costs nonetheless led to .
a 60.3% improvement of EBIT, which stood |
at €130.0 million. 3

|

Now that the GP7000 (Airb’us A380) and

' PW6000 (Airbus A318} javé attained produc-

tion maturity, growth pr‘ sp]ects for the next
several years are excellept. The total research
and development (R&D) lexpenditure for
fiscal year 2005 was €171lo million, equally
divided between self-ﬁnéanced and outside-
funded activities. The decli}ne in R&D ex-
penditures from the prel/iobs year (€232.8
million total expenditures) resulted primarily
from the near—completio‘n of the GP7000
and the PW6000 develme'ent programs.

In the military engine business, development
costs are typically born(ra by the contracting
agency. In financial year| 2d05, these costs
amounted to €88.1 million (2004: €76.9
million}), spent mostly o‘n work on the
TP400-D6 for the Airbu‘ A400M and on the
MTR390 Enhanced for theiTiger combat

helicopter.

In the commercial engiPe ,business;, MTU
finances its. development work for the most
part from its own fund%; slelf-funded expen-
ditures in financial year 2005 amounted to
€83.8 million, compared with €155.9 mil-
lion in 2004. Most of the money vias spent
on final work on the be7(1)00 and PW6000
engines. According to |FRS, the company is
required to capitalize and|depreciate these
expenditures over the } eriod in which the
company expects to g neirate revenues from
these engine programs. Depreciation begins
with the delivery of thé filrst engire.
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( Research and Developme

Within the scope of purchase accoupting,

MTU has furthermore formed a prov
(the “R&D provision”) in the amolnt
presenf\t value of its development|co

€144.5 million for the GP7000 and
engine,programs, effective January

The funds used to fulfil these liabjliti
shewn as a comsumption of R&D) provisions.

ision
of the

sts of
PW6000
, 2004,

es are

[ .
The 2005 comsumption equated to €38.1

million, compared to €98.2 millign:

in the
pricr year. As of December 31, 2005

| the

R&D provision still amounted to £15.8 mil-

lion, taking accrued interest into acc

and will be used in 2006.

in its income statements for 2005/ M
expenditures for research and devel

ount,

pment

in the amount of €45.7 million, compared

to €577 million in 2004. This item includes
MTU’s expenditures for fundamental develop-

ment activities. The company participates
L i
in major research programs at both the

“national German and EU level, while \at the

same time driving its own initiatives to

develop new manufacturing and maintenance

processes and new materials.

TU listed

Strongly improved results of operations
For the year ended December 31, 2005,
MTU has reduced its overheads in sales and
administration by 27.6% to €112.8 million.
While selling costs declined slightly by 0.9%
to €67.4 million in 2005, general adminis-
trative costs came down to €45.4 million,
which is 48.2% less than the year before.
However, in 2004 this item included direct
transaction costs amounting to €22.6 million
as well as ather indirect expenditures from
the acquisition of the company. Not affecting
income in 2005 were the direct expen-
ditures to the amount of €20.3 million for
going public. They were recognized in equity.

Increasing revenuss and decreasing expen-
ditures for research, development, sales,
and administration have led to a significant
increase in the operative result for the year
ended December &1, 2005. The EBIT increased
by 60.3% from €81.1 million in 2004 to
€130.0 million.

nt Expenditures

Financial year Financial year

in € million 2005 2004
R&Di, total 171.9 232.8
- R&D financed from outside 88.1 76.9

- R&D financed by MTU 83.8 155.9
R&D financed by MTU 83.8 1559
Consumption of R&D provision -38.1 98.2
R&D according to income statements 45.7 57.7




The significantly increased operative result
i and the improved financial result have led

} to an increase in the result from ordinary

| ' activities by €52.2 millian to €58.7 million
| - in 2005. After taxes, MTU h:as earned a net
i . income of €32.9 million aga‘inst €0.2 million
1 i in 2004. The reconciliation from the consoli-
: " dated net income IFRS tg the net income of
i : MTU Engines Holding AG asl per the German
* commercial code (Handelsgesetzbuch —

J HGB) which forms the basis|for the dividend
payment of €0.73 per share is presented

in the Notes to the Consolidated Firancial
Statements.

|
Depreciation and amortization included in
the items cost of sales, research and devel-

opment costs, selling costs, and génera! - The key performance ind|cator that MTU uses

. for its operational activities|is the adjusted
T ' EBITDA. For its calculation, the EBIT of the

administrative costs have slightly increased

in the period under review. They amounted EBITDA adjusted

to €138.3 million after €133.0 mil‘lion ' consolidated income statements is increased
|

the year before. The financial result was by depreciation and amartization. This pro- Mio. €

improved as well in 2005. It amourted to duces the Earnings before Interest, Taxes, 250

€-71.3 million after €-74.6 million -‘in 2004. ‘ Depreciation and Amortization (EBITDA).

This decrease is mainly due to the ‘repay- ; From that, the Group eliminates special 200 -
ment of financial debt and consequently } effects and, in doing so,|obtains the “EBITDA : e

{
adjusted”. These special effects include the 150 722

consumption-of the R&D provision for the ‘
GP7000 and PW6000 engines as well as 100

profits in the order bacﬂ‘log. Additonally,

lower interest. The funds for this r(‘epayment
came from the issuing proceeds a§ well as

from operétional activities. A counter effect

was the higher exchange rate of th(% US Dollar

because of the revaluation associated with measures outside the direct business of 50
it and the premium for the upfront repayment . MTU, in particular direct transaction costs
of the high yield bond. The repayments are ‘ from the sale of MTU and restructuring 0
documented in the following overv:iew: I costs, are eliminated. 2004
\
|
CSigniﬁcant Reduction of Debts in 2005 i J
|
Repayment of loans | i 1 in € million
Liabilities to banks ( 157.2
High yield bond } 112.3
Shareholder loan from Blade Lux Holding Two S.a.r.l. 69.7
Vendor loan by DaimlerChrysle;r 185.5
‘ 524.7

Repayments, total
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Improved result in both segments
Both the commercial and military engine busi-

ness (OEM-business) and comme
tenance (MRO-business) have con
the substantial improvement of th
the year ended December 31, 200

cia!ll main-
tributed to
e result for

5. ln the

commercial and military engine b Jsiqess,

MTU eairned an adjusted EBITDA g

f€162.4

million i‘n 2005, which is an improver%ent

by 23.7/% over the amount of €13
of the previous year. The increase

1.3 million
in this

segmedt stems from both the growing new

engine business and the high level
spare parts business. The margin,

ofithe
the gross

profit, in the commercial and military engine

business is 14.1%.

In its MRO-business, MTU was able to
achieve an above-average increase of its ad-
justed EBITDA. As the revenues in this segment
increased by 27.1% to €732.1 million, the
adjusted EBITDA improved by 68.9% from
€42.7 million the year before to €72.1 million
in 2005. Consequently, the margin in the
MRO-business has almost doubled to 10.9%.

( Improved Result in Both Segments

OEM-business

MRO-business

in € million 2005 2004 2005 2004 -
Revenues | 1,434.8 1,375.6 732.1 575.9
Cost of sales ‘ -1,232.2 11,1176 -652.3 -543.5
Gross profit | 202.6 258.0 79.8 32.4
in % | 14.1 18.8 10.9 5.6
EBIT 94.4 84.9 37.1 2.0
EBITDA adjusted 162.4 131.3 72.1 427
EBITDA adjusted in % of revenue 11.3 9.5 9.8 74
|
56 }
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Financial Situation

Significant increase
in operative cashflow
MTU has significantly improved its ﬁnancxal
situation in 2005. The cashflow from operat-
ing activities has approximately quqdrupled
from €72.9 million in 2004 to €29P.1 mil-
lion. Decisive factors in this case were
improvements in the working capitél and
the increased profit in the operatior}wal busi-
ness. Furthermore, unusually high édvance
payments were received from customers in
the military engine business. The c?sh used
in investing activities increased by 36.8% to

ﬁhange in Cash and Cash Equivalents

in € million | 2005 2004
Cashflow from operating activities | ‘ 290.1 72.9
Cash used in investing activities -81.8 -59.8 1
Free cashfiow ; 208.3 13.1
Cash used in financing actlvmes -227.2 -190.7 2
Change in consolidated compames and others | 6.3 0.4
Change in cash and cash equnvalents -12.6 -177.2

1) Excludes cash outflow reflecting payment of consnderatlon for the acquisition

2) Excludes cash inflow relating to the a(‘:qwsmon

f
|
|

£81.8 million for the year ended December
31, 2005, due to higher additions td fixed
assets and intangible assets. ‘

The positive development of the operational
business of MTU in 2005 is undersjcored by
the free cashflow, the balance from the
cashflow from operating activities and the
cash used in investing activities. Free cash-
flow improved in 2005 to €208.3 million
after €13.1 million the year beforq.

|
|
|

" lIts issue of 15 million sh

has earned the company
amount of €294.7 miliig
of expenditures for goin
applied these funds and
the positive cashflow fro
activities for the repaym
funds used in the cashfl
activities amounted to €
compared to €190.7 mi

eq

n @
2 P
m

ent
ow

ares in june 2005

uity funds in the
fter deduction

ublic. MTU has
a I!arge portion of
its operative

of loans. The
from financing

227.2 million as
lion the year before.
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Significant reduction of financial| debt

In 2005, MTU reduced its net financial debt:
by 72% using funds from going public and
from the positive development of it§ opera-
tive business. The following table shows the
net debt of the company as of December 31,
2005,‘ compared to the previous| year:

(Reduction of Net Financial Debt in 2005

|

in € million i

|
12/31/2005 12/31/2004

High yield bond (inct. accrued interest) f 168.4 280.7
Vendor loan DaimlerChrysler (inci. acerued m:terest] 0.0 185.5
Liabilities to banks | 17.0 74.2
Liabilities to related companies 0.3 62.4
Finance leasing agreements ; 53.2 51.9
Loan from Province of British Columbia} 14.2 | 1.8
to MTU Maintenance Canada
Financial debt total 3 253.1 866.5
"""" Netcash 59 | hss
Net financial debt | 237.2 838.0
58

In September 2005, MTU prepaid €80 million
of the high yield bond set up in March 2004,
followed by another €30 million in November
2005. Taking into account the accrued inter-
est, these upfront repayments reduced the
outstanding amount of the bond with an
interest of 8.25% to €168.4 million. In 2005
the company furthermore repaid the loan
from DaimlerChrysler in the amount of
£€185.5 million that had been granted at
the time DaimlerChrysler sold MTU. The
company also repaid the loans from related
companies Blade Lux Holding Two S.a.r.l
and Forex UK Ltd. in the amount of

€162.1 million. On top of that, MTU reduced
its liabilities to banks. These amounted to
€17.0 million at the end of 2005 as com-
pared to €174.2 million the year before.

In contrast, liabilities from finance leasing
increased by €1.3 million to €53.2 million
in 2005. MTU uses this favorable form of
financing for the utilization of land and build-
ings at MTU Maintenance Hannover GmbH
by means of a long-term lease agreement.
Additionally, MTUJ uses firance leasing for
the long-term lease of engines for the
“e-pool services” - the company leases cut
engines to customers for the duration of
maintenance and repair work.




Net Assets

Going public sustainably
strengthens equity \

The positive development of its operative
business is also reflected in the balance
sheet of MTU. At the same time, gcjjing pub-
lic leads to a sustained boost in the equity
base and to an increased equity ratio from
8.0% to 20.7%.

On the assets side of the balance sheet, the
intangible assets with limited useﬁul lives
(without goodwill) have decreased by €25
million to €561 million due to amortization.
This balance sheet item basically c‘Jomprises
program values, program-independent tech-
nology and customer relations that :were
capitalized as a result of purchase accounting.
: |
Also mainly by depreciation the book value
of property, plant, and equipment decreased
by €31 million to €546 million. in12005,
€472 million of depreciation is attributable to
depreciation on capitalized hidden reserves
as a result of purchase accounting. In con-
trast, MTU increased its investments for the
year ended December 31, 2005, by 42% to
€78 million from €55 million in tﬁe year
2004. The focus of the investing activities
was on equipment for the engine programs
GP7000 and PW6C00 at the Munich site as
well as for the CFM56 at the Hanover site.

In addition, MTU completed its test stand for ‘

the TP400-D6 at Ludwigsfelde in 2005.

J
Financial assets increased by €1imillion to
€48 million in 2005. This increase mostly
comes from the MTU Maintenance Zhuha
joint venture, accounted for at equity.
The decrease of the long-term receivables

and other assets by €39 million to €1 million ‘

is mostly due to the realization of positive
fair values from foreign currency forward

. |
exchange transactions.

"increase in inventories by

- engines induce a corresp
* inventories in the comme

- military engine business

' financed through advang
, received.

In 2005, the positive dei(

€518 million. Especially t
production of the GP700

ness. In the military engi
increase in inventories es
from the series productic
tranche of the E}J200. Inv

the steep rise in business

elopment led to an
€70 million to
helupcoming series
0 and PW6000
on{jing build-up of
rcial engine busi-
ne business, the
sentially stems
n ci>f the first

entlories are also

. being stocked up in commercial MRO due to

l
volume, In both the

and commercial

MRO, a substantial part of the inventories is

e payments

. The positive business development with
. increasing revenues has
- trade accounts receivag
" ended December 31, 2005 - the accounts
. receivable went up by €
. million in 2005. This inc

qu to increased

le for the year

24 million to €418
ease was further-

more caused by the exchange rate of the
US Dolfar, which went up during the course

" of the year. The realization of positive market

|

values from forward exchange contracts
of the US Dollar and the [receipt of tax refund

claims led to a decrease
receivables and other g
million to €59 million in

Cash and cash equivale

of|the short-term
ss?‘ts by €145
2005.

nts amounted to

€16 million as of Decembér 31, 2005. The

decrease against the cash and cash equiva-
ients of the previous year of €28 million
primarily comes from the repayment of debt.
On the liabilities side of|the balance sheet,

equity increased to €52

ended December 31, 2005/ against €217

million the year before.
transforming MTU into a

n t:he process of
Aktiengesellschaft,

the subscribed capital was increasad by

€38 million to €40 milli

on by transfer from

additional paid-in capital. Going public

included an additional increase in subscribed

capital of €15 million, so that the subscribed
capital amounted to €55 million as of-

December 31, 2005.

8 million for the year
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Out of the net issue proceeds of| going
public; €288 million were allocated| to the
capital reserves after taking into account
the co;sts of the Offering and the| income
taxes thereon. In contrast, especially the
realization of positive market val ues from
forward exchange contracts of the L‘JS Dollar
and the impairment of the current FX
contracts led to a reduction

. ¥ BE T s s She
: I
The interturbine duct of the GP7000 is a technologically highly soph‘lstxcated component

in equn:%y by €25 million within the scope of
the accumulated other equity. In 2005, the
provisions for pensions increase}d by €19
million to €378 million due to plqnned allo-
cations. The other provisions increased by
€26 mjllion to €239 million as of December
31, 2005. This increase is mainly due to the
expectéd final tax payments for the i/ear‘
2005. In addition, MTU increased théa‘ provi-
sion for price reductions, for outstanding cost

S Ll
on invoiced orders, and for obligations to the

workforce from variable income a‘ccruals.
Consurhption of the provision for contractual
development obligations under the GP7000
program, however, led to a decrgase in the

provisions created for that purpose. |As with

the accounts receivables, the positive devel-
opment of the operative business led to

an increase in the trade payables for the
year ended December 31, 2005; liabilities
increased by €62 million to €289 million.
In the commercial engine business, this
increase was especially caused by program
specific payables to cooperation partners. In
commercial MRO, it was the strong increase
in revenue that led to higher trade payables.

The increase in thie other liabilities by €147
million. to €616 million in 2005 primarily
comes as a resuit of higher advance pay-
ments in the military engine business and

in commercial MRO. In addition, the payables
to the workforce from vacation and flex-time
credits have increased. Furthermore, the
higher exchange rate of the US Dollar made
for negative market values from forward
exchange contracts.

The contingent liabilities for the year ended
December 31,.2005, amounted to €151 million
after €138 million in 2004. This increase is
mainly due to the higher exchange rate of
the US Dollar and significantly affects MTU’s
liability for undertakings relating to risk-
and-revenue-sharing contracts based on US
Dollars, above all for marketing concessions
for engines. These include guarantees for
bank borrowings and leasing payments

as well as guarantees for residual values of
leased airplanes. In each case, MTU is inter-
nally liable to the amount of its program
share. There are also guarantees for bank
borrowings to non-consolidated joint ven-
tures. Here, the major portion goes to MTU
Maintenance Zhuhai. Furthermore, there is

a contingent liability which applies to MTU
Aero Engines GmbH for its subsidiary MTU

‘Maintenance Berlin-Brandenburg for the

benefit of the investment bank of the state
of Brandenburg (I1.B). This liability only.
takes effect if MTU Maintenance Berlin-
Brandenburg does not make proper use of
sponsored assets and if the company were
unable to settle possibie refund claims

by ILB.




Employees

A highly-skilled and

wellqualified workforce

As of December 31, 2005, MTU had a work-
force of 6,746, which is 671 fewer émployees
than the previous year. The (ower [ével com-
pared to the year before is attributable pri-
marily to the sale of Atena Engineering-
GmbH, effective June 30, 2005, whose staff
of 463 has still been on MTU’s payroll on
December 31, 2004. MTU also continued its
efficiency improvement programs throughout
2005. Personnel expenditures decreased to
£€503.9 million in 2005 compared to €510.0
million in the pricr year. This relatively mod-
erate decrease is a result of higher perform-
ance-based compensation in 2005, an
increase in vacation and flextime credits,
higher overtime pay and severance packages
for employees who voluntarily opted out of
their employment contracts during financial
year 2005.

96 % of the 6,746 employees at MTU have
completed qualified vocational training.
Roughly 27 % are technical coliege or uni-
versity graduates. MTU invested €2.9 million
in continuing education and advanced
training programs for its experienced team
of highly-qualified employees in Germany
alone. On average, every employee at the
German locations spent 3.7 days on internal
and external training.

' to the industry average.

The success of occupational safety training

* programs is underscored by’ the very smali

number of work~rel_ated acci'dents at all

of the company’s German sites compared
Here, the MTU Main-
tenance Hannover facility stands cut with an
annual rate of only two accipents per 1,000

~ employees. The high level of accupational

safety is also reflected in|the high health rate

 atall locations, which to :,pé?d 95% again for
. the year ending December 31, 2005.

' ses have shown that a tean;

Team and leadership potential development
is one of the topics high|on|MTU’s agenda.
MTU has long championed a teamwork
approach and been supgorting the required
processes in all departments. Detailed analy-
approach leads
to increased quality and efficiency, cost
savings and stronger identification of the
employees with the company. By the same
token, MTU encourages teamwork across
geographical boundaries. For example, MTU
Maintenance Hannover employees provide
training to their counter barts at MTU Main-
tenance Zhuhai in China tolimpart the know-
how needed to maintain| state-of-the-art
aircraft engines.

MTU revamped its leadership development
program in 2005. The company now takes

a holistic approach to human resources
development across all hierarchy levels.

To date, nearly 100 employees have enrolled
in the “Building on Talent” program, the “First
Leadership Program”, and the “Professional
Leadership Program” to| enhance their career
opportunities.

|
|
1
|
|
|
{
|
r
|
|
|

MTU’s commitment to training and educat‘ion
is a mainstay of its ability to recruit and J
retain young professionals. As of Decemb‘er
31, 2005, the company trained a total of ‘295
apprentices to become industrial and engine
technicians, mechatronic technicians, ele:c-
troplating experts, or sales engineers. !

In partnership with the vocational academies
in Berlin and Stuttgart, MTU furthermore!
offers training in business administration'

and industrial and mechanical engineering.

Beginning in 2005, young professionals ﬁave

the opportunity to earn advanced technical
college entrance qualification alongside their
trade certification in three-year dual training
programs. ‘

' In order to attract and retain employees,.

MTU supplements its advanced training pro-
grams with a flexible salary system, com-
prehensive fringe benefits and a well-rouhd-
ed healthcare plan. The company placesf
significant emphasis on work /life issues'

to enable empioyees to balance career and
family. For its committed efforts, MTU wés
awarded a certificate in September 2005

by Renaie Schmidt, German Federal Minister
for Family, Senior Citizens, Women and .
Youth, and Wolfgang Clement, German
Federal Minister for Economic Affairs ana
Labor, in recognition of its family-friendly
personnel policies.
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Oppértunities‘ and Risks

|
High on the agenda:

a forward-looking risk management

The aviation industry and the glaba

engine

business are highly competitive.|For MTU,

therefore, a forward-looking risk management
is a central element in securing and shaping
its futhre. The company does nat merely
limit itself to complying with the| statutory
requirements stipulated in the German law

on the control and transparency| of

business

operations. Rather, MTU has implemented

a comprehensive risk management

System

in all business segments. This system, which
serves to identify, assess and mjnimize risks,
is overseen by the Board of Management,
allowing it to recognize and head off poten-

tial risks on an on-going basis. Standardized

guidelines for all companies of the
ensure that all risk managers are in
to adequately identify risks in their
areas and provide information réga
potential preventive measures. The

Group
a position
espective
rding
following

section outlines the key risk areasithat have
2 sus{tained influence on MTU’s|business
operations, assets, finances, and earnings.

Diversification reduces risks
The commercial engine business has an
oligopolistic structure. MTU predominantly

‘markets its products under risk-and-revenue-

sharing arrangemients. Here, the lead part-
ners in the consartium determine the prices,
conditions, and concessions. MTU, as a
consortium partrier, is bound to these
conditions to the extent of its.program
share. The customers in this segment, and
in the commercial MRO business, are the
airlines. Some of them have been hard hit
financially by the global turbulences the
industry has experienced in the wake of the
terrorist attacks of September 11, 2001. The
drastic rise in fuel prices further exacerbated
this situation in 2005, causing the major US
carriers Northwest Airlines and Delta
Airlines, among others, to seek protection
under Chapter 11.

And yet, the young engine fleet and MTU’s
diversification are decisive factors in reducing
these risks. Airlines tend to favor new
engines because these require less mainte-
nance. Comparisons in the industry show
the MTU engine fleet to be among the
youngest. This young engine fleet is devel-
oped and produced by MTU in cooperative
ventures with various consortium partners,
which significantly reduces dependence

on any of these consortia. The growth of
globa! air traffic allows airlines, even when
under Chapter 11 bankruptcy protection, to
utilize the majority of their capacities, gener-
ating a correspending demand for spare
parts and maintznance.




In the military engine business, MTU in firm-
ly embedded in international cooperations.
The customers are national and multinational
government agencies whose budget varies
with the level of public spending. However,
MTU’s diversity in the military business
eliminates the dependence on a patticular
contractor. Past experience has also shown
that under the individual procureme‘nt pro-
grams a reduced demand in one country is
offset by higher procurement levels in another
country. Recent examples are Austria’s
decision to buy the Eurofighter and the export
contracts received for the Tiger helicopter.

In the spare parts business, new competition
has emerged from companies which manu-
facture parts under the FAA’s systeh of
Parts Manufacturer Approval (PMA):and seli
them at cheaper prices than the engine con-
sortia. In the commercial MRO business,
Designated Engineering Representatives (DER)
are vying for a piece of the cake. DERs are
independent experts approved by the FAA
who develop repair methods for engine
parts. MTU expects DER repairs to play only
a minor role in the market. In the spare parts
business, MTU maintains its competitive
edge over the PMAs first and foremost by
developing advanced technologies.

MTU minimizes its risks throughout all busi-
ness segments through its existing installed
engine base, which is on a growth path.

The market cycles for aircraft, and hence for
engines, on the one hand, and for mainte-
nance services and spare parts on the other,
are typically not the same, thus balancing
the risks. Furthermore, MTU spreads its
risks by offering a wide range of products

in virtually all aircraft engine performance
categories.

. Safety is a high priority
MTU’s products are subjectito the most

| stringent safety standard‘s, For this reason,

' the company requires van"ious approvals,
in particular from the Fe&eraill Office of Civil
Aeronautics (LBA) in Gerl"nar]wy and the FAA
in the US. These approvals. are valid for

" a specific time period and are renewed only
after repeat qualification| Detailed and accu-
rate descriptions of all prjoduction and repair
processes ensure consisgent compliance

with all relevant regulations.

‘ MTU also requires officia aqprovals for the

, operation of certain prodlction facilities,
such as test stands and electroplating equip-
ment. These approvais arg maintained
through strict adherence ;to ;che regulations

“ and appropriate documentat;ion. MTU holds
certification to DIN EN ISO 1’4 001, adding

another level of risk prevention through sound

" environmental practices.

. Partnerships reduce development risks
" In the commercial and military engine busi-
ness, MTU undertakes to jperform devel-
"opment work which may be ]plagued by
unexpected delays. The csm'pany ensures
strict adherence to time schédules by
employing a highly qualified workforce that
‘ receives regular training. Furthermore,
through its involvement in collaborative
_efforts, it works in partnerships beyond
. corporate boundaries, which makes balancing
of risks easier.
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Long-term contracts ensure supplies

In some areas of raw materials, parts, com-
ponents and third-party services provisioning,
MTU strives to reduce its reliance on outside
suppliers by securing the services of multiple
vendors. On the other hand, MTU h‘as long-
term agreements in place with s ng{e—source
providers as a hedge against sh?rt-lterm
fluctuations in supplies. This twa-pronged
strategy also reduces the risk of| short-term
price hikes.

Every move must be exactly right: Assembly work on a V2500 engine fan

A long product life cycle

protects revenues

In the commercial engine business, multiple
forms of concessions to customers are
common practice in marketing series
engines. Through risk-and-revenue-sharing
contracts, MTU shares in these concessions
to the extent of its program share, The

fact that the cooperation partners have

a common interest to a large degree helps
prevent excessive concessions during con-
tract negotiations. Furthermore, risks are
spread across the programs. More generous
concessions to major customers during

the launch phase of a program are largely
offset by a decline in the marketing costs

-for older programs. In the commercial spare

parts business, catalog-based pricing is
used. These prices are subject to annual
adjustment. Revenue risks emanate from the
OEM’s activities to bolster sales through
replacement campaigns or special conditions.
In this case, although lower prices are accep-
ted, the increased volume has a positive
effect on revenues. The military engine busi-
ness is mostly subject to long-term contracts
where the risk of short-term price changes
is eliminated. In the commercial MRO busi-
ness, more than half of the revenues are
based on mid- and long-term maintenance
agreements. Therefore, the risk of price
drops is limited here as well. -

N— 3 il &2 .
at MTU Maintenance Hannover,

the wo:rld's leading provider of maintenance services for this engine.




Forward-looking accounts

receivable management

In the commercial engine and commercial
MRO businesses, airlines are direct and
indirect customers of MTU. A large number of
the carriers are facing financial difficulties,
are planning or carrying out restructuring
measures or mergers or are under b“ankruptcy
protection. This affects the value of the
accounts receivable, both MTU’s and its

cooperation partners’.

The consortium lead partners in the com-
mercial engine and spare parts businesses
have an extensive accounts receivable
system in place. In the commercial MRO
business, MTU tracks its open accounts
receivable in short cycles in cooperation with
the sales department. In addition, potential
risks are assessed and precautions taken

as necessary before contracts are ¢oncluded.

Where available, the company protects itself
against political credit risks by means of
export credit guarantees.

Top priorities: employee recruiting

and employee retainment ‘

MTU’s businesses are characterized by
intense competition for the highly skilled
employees needed to develop and manufac-
ture world—class high-tech products. As a
result, MTU’s human resources team has
made the recruiting and retainment of key
employees a top priority of its activities. To
this end, it utilizes a flexible compensation
system, attractive fringe benefits, a compre-
hensive internal and external training and
education program and a well-balanced
healthcare plan.

_Insurance against catas
In the aviation industry, a

trophic risks
ccidents can never

be ruled out completely c‘

espite strict com-
i

. pliance with manufacturing quality standards

and utmost diligence in p

erforming mainte-

nance work. In the military engine business
(excluding exports), MTU|is |argely exempt

|

- from product risk liability|through govern-

' ment agency indemnification. The remaining
" liabilities, first and foremost|{aviation product

liability, especially in the commercial engine

- insurance. Other risks th

" business, are covered bylcomprehensive

t could threaten

" the continued existence ?f tihe company,

such as fire and interruption of business

operations, are covered ej
‘cover has been taken out

terrorist attacks because

s well. No insurance
for the risk of
ofthe excessively

" high premiums. Management liability is

. covered by D&O insurang

. existence of the company.

. Strongly reduced debts
- MTU’s financial debt car

rate is fixed for the entire

" revolving credit facility,

deductibles. Furthermore
against risks which do ng

interest charges

e with appropriate
, there is coverage
t threaten the

cuts

|

ies interest. rate

risks. For the high yiéld bond, the interest

maturity period.

Lease liability interest rates{are also fixed
for their respective maturity periods. For the

hich currently

amounts to €17 million and is otherwise
. burdened only by guarantees, the company

has to pay interest at a

ariable rate that

- reflects current market rates. Moreover, cer-

* tain factors, such as a deteriorating financial
situation within the company, could cause
further increases in the interest rate.

: addition, a portion of the

In the year ending Decembler 31, 2005, MTU
cut its financial debt by 72% and hence sig-
nificantly reduced the interest-rate risk. In

colmpany’s US Dollar

surpluses were used to pay;interest on the
remaining liabilities, concluding interest rate

swaps for the purpose.
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High priority on dollar hedging
The US doliar is the common transaction
currency in the commercial engine a1nd com-
mercial MRO businesses. The largest share
of labor costs and a portion of purchased
materials and services, however, accrue in
euros. Although MTU settles these purchases
in US Dollars to the extent possible, ja per-
manent surplus in US Dollars remains, for
which an exchange risks exists. A sustained
rise in the exchange rate of the euro| against
the doliar in particular can have a negative
impact:on the company’s assets, finances,
and earnings. .

To minih]ize this exposure, MTU typically con-

ducts forward exchange contract transactions
in US Dollars. These hedging transactions are
based on a strategy that looks at‘the‘currem‘
US Dollar exchange rate and, depending

on the expected trend, provides zJ hédging

scenario that may be negative, ne‘»utrlal, or

positive with regard to the anticip‘ated rate.
Based on the action options available,
forward sales contracts may follow. The

valuatién of these hedging transactions is

explained in the Notes section.

In 2005, MTU’s hedging transactions ex-
tended across a period of two years, jwith the
volume decreasing year by year. At the end
of 2005, MTU had sold $560 millionjat

an avefage exchange rate of $1.27 to €1.

| | -
' .

Outlook

MTU stays on a growth track

In 2006, MTU expects to benefit from the
positive development of the global air traffic
in all of its businesses. The airlines are
feeling the effects of their restructuring and
consolidation efforts undertaken to recover
or increase their profitability after a decade
of turbulence in the industry. The generally
anticipated stabilization of fuel prices will also
help the aviation industry regain its footing.

In the commercial engine business, the com-
pany has a well-balanced portfolio of prod-
ucts. In 2006 production of the GP7000
engine for the Airbus A380 and the PW6000
engine for the Airbus A318 will kick off,

so that these programs will generate revenue
for the first time. >roven engines, such as
the JT8D-200 for the Boeing MD-80 series
and the CF6 for various Airbus and Boeing
aircraft, are the backbone of further growth.
The company can also count on a number
of programs that will remain in production
for a protracted period of time; here, the
installed base of engines will generate an
increasing demand for spare parts. These in-
clude the V2500 for the Airbus A320 family
and the Boeing MD-90, the PW2000 for the
Boeing 757 and C-17, the PW4000Growth for
the Boeing 777 and the PWC programs for
business and regional jets. MTU expects
revenues and earnings from the commercial
engine business to stay on a positive track.




MTU expects the military engine business to

remain stable. With a basic workload secured,

this segment should make an appropriate
contribution to earnings. Production
deliveries of the first tranche of EJ200s for
the Eurofighter are underway. The contract
for the second tranche has been signed,
and production preparations have begun.
Following Austria’s decision to buy the Euro-
fighter, other countries, too, are expressing
interest in the EJ200. MTR390 production is
on schedule. The contract for the develop-
ment and production of the uprated version,
the MTR390 Enhanced, has been signed,

so that additional engines will be delivered
once the development is completed. The
development of the TP400-D6 for thje Airbus
A400M is progressing as planned. First con-
tracts for the engine have been inked with
export customers. The signing of the agree-
ment on the expansion of the Cooperative
Model with the German Air Force ini late
November 2005 marked a major milestone
in MTU’s military business. Beginning in
20054, this contract will yield additional
revenues and earnings. These activiFies will
to some degree soften the impact of the
partial retirement of the Tornado flqet and
its RB199 engine. !

In the commercial MRQ business, the suc-
cessful acquisition of new customers in 2005
should result in capacity utilization continu-
ing to run at a high level, mcreasmg rrevenues
and improving earnings. Following the PO
and major repayments of debts, MTU is
financially well positioned for the aqtlcxpated
growth. A revolving credit facility which is
presently debited with €17 million and
guarantees, provides the flexibility needed
to cover the company’s financing needs for
2006 and beyond.

| Expected revenues and earnings

Against the background af the development
tin all three business segn1eqts, MTU expects
‘an increase in sales and again an earnings
improvement for fiscal year 2006.

' Events after the end of the financial year
‘ There were no substantial events affecting
“the company’s assets, flnances and earnings
after the acceunting date On February 2,

i 2006 the fonds managed by KKR scld their

i remaining 29.3% share in MTU to mstitunonal
i investors.

1Munich February 20, 2006

a//ﬁ,@/

Udo Stark Be]rnd Kessler

|
l
|

Wﬁ@dm CABLS

|
, Dr. Michael SuB Reiner Winkler
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- 50,000
| Flight Hours

50,000 flight hours: at this point an engine
has reached middle age and usually has two
or three overhauls behind it. Parts that have
been subjected to extremely high tempera-
tures must be replaced - such as parts of ‘
the turbines and combustion chambers.

The way how an aircraft is operated has a
direct effect on the engine. Engines for long-
haul aircraft such as the Boeing 747 require
fewer repairs than those for short-haul aircraft.

The V2500 is among the best-selling engines in its class.

The reason: different stress levels caused ‘
by frequent or less frequent take-offs and |
landings. Aircraft. engines that .are flown a
great deal over water - such as on the
Amsterdam-New York route ~ also require
more frequent repair, since salty sea air

- ingested accelerates corrosion. The pilots’

_ flying style also has a direct effect: Airlines |
who urge their pilots to fly smoothly have to
spend less money on maintenance and
replacement parts.
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Consolidated Income Statemer

Consolidated income statement

ne

ppendix

A Group ‘}
in € million 2005 2004 :
Revenues 2,148.6 1,918.0 1
Cost of sales (6.) -1,864.8 1,627.6 |
Gross profit ‘ 283.8 290.4 |
Research and development costs R VA -45.7 57.7
Selling costs (8.) -67.4 -68.0
General administrative costs | !(9.) 45.4 -87.7
Other operating income and e);penses (I10.) 4.7 4.1 :
Result before financial result ' 130.0 81.1
Financial result (111.) -73.5 -72.8 |
Share of income/loss of joint ventures
accounted for using the equity method 2.2 -1.8
Result from
ordinary activities 58.7 6.5
Income taxes (12.) -25.8 -6.3
Net profit 32.9 0.2 |
Loss carried forward -0.1 -0.3 ‘
Retained earnings/accumulated loss (-) 32.8 0.1
Earnings per share in € (#3.) 0.60 0.00 -

! ‘ 1
i 71
\
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Consolidated Balance Sheet
Assets *‘
Appendix Group

in € million 12/31/2005 12/31/2004
Non-current assets : ‘ ‘ ‘
Intangible assets (16.) 9417 9686
Property, plant and equipment (17.) - 546.0 576.6
Financial assets (18.) - 47.6 46.6
Other assets | (20.) 1.5 40.4
Deferred tax assets | (29.) 0.0 2.3

1,536.8 . 1,634.5

|
|

Current assets ‘ ‘
Inventories (19.) v 518.2 448.1
Receivables (20.) 418.4 394.6
Other assets (20.) 588 203.8
Cash and cash equivalents (21.) 15.9 28.5
Prepayments (23.) 5.2 9.6

1,016.5 1,084.6
Balance sheet total 2,553.3 2,719.1
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Equity and Liabilities

W : Appendix Group
in € million | ‘ 12/31/2005 12/31/2004
Equity ! (24.)
Subscribed capital 1 w 55.0 2.2
Capitai reserves l 453.8 203.7 |
Accumulated other equity ‘ -13.3 1.2
Retained earnings/accumulated loss () 32.8 -0.1 |
528.3 2170
Non-current debt ‘
Pension provisions : (25. 362.5 344.7
Other provisions (26.)l 31.3 56.7
Financial liabilities | (2 7.){‘ 229.8 621.2
Other liabilities “ (28.) 144.0 58.2 ‘
Deferred tax liabilities : (29.) 250.8 3677
1,018.4 1,448.5
Current debt
Pension provisions (25.) 15.3 14.2
Other provisions (26 207.2 156.2
Financial liabilities (27) 23.3 245.3
Trade payables 289.3 2271
Other liabilities (28.) 471.5 410.8
i 1,006.6 1,053.6
Balance sheet total \ 2,553.3 2,711
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Consolidated stateme

Changes in Equity

nt;of changes in equity

1" Subscribed :
| capital ‘
|
_ iin € million

Balance as of January 1 2904 0.0
;'Financial instruments (Fo 'welrd foreign exchange transacticns) ‘
Translation differ'ences, ‘
| = Profit not stated in income statement 0.0 !
f Net profit
: = Total income 0.0 )
| + Capital /capital reserves increase 2.2 |
Balance as of Decembe‘r :i1, 2004 / January 1, 2005 2.2
‘J Financial instruments (Farward foreign exchange transactions)
j Translation differences J
= Profit not stated in income statement 0.0 |
j Net profit
' = Total income 0.0
‘ Capital increase from co npahy funds - 37.8 {
‘ Capital increase new issye | 15.0 !
i Transaction costs resulting from capital increase (IPO)
‘i Matching Stock Program (MSP)

Total as of December 31, 12005 55.0




Capital _ Retained ! Accumulated other equity Total

reserves earnings/ : ‘
accumulated | Translation Matching Derivative Subtotal
loss () . differences Stock financial
1 Program ‘ instruments
|
201.5 0.3 ‘ 0.0 0.0 00 - 0.0 201.2
| | ‘ 12.2 12.2 12.2
1 4.0, ‘ 1.0 -1.0
0.0 0.0 | 1.0’ 0.0 12,2 11.2 11.2
0.2 ‘ : 0.2
0.0 0.2 1.0 0.0 12.2 11.2 1.4
2.2 | 4.4
203.7 0.1 ‘ 1.0, 0.0 12.2 1.2 ©217.0
| -27.2 -27.2 -27.2
2.0, 2.0 2.0
0.0 0.0 2.0 00 27.2 -25.2 -25.2
32.9 : 32.9
0.0 32.9 | 2.0 0.0 27.2 -25.2 7.7
-37.8 i | 0.0
300.0 | ; 315.0
a1 ; -12.1
‘ | 0.7 | 0.7 0.7
453.8 32.8 ‘ 1.0 0.7 CoA50 - 13.3 528.3




Tals 1V wulioviiwailu rllldll\.‘&ldl WiaLeliiIGiig

Consolf

76

dated Cashiflow S

|
i
0
i
|

|
i

at

|
|
!
|

Consolidated cashflow

7

jin € million

iNet profit

:4 Depreciation and amorti
1+/— Profit/loss of associat
i+/- Profit/loss on disposa
{1+/- Increase/decrease in
‘+/- Increase/decrease in
‘+/— Change in non-cash ta
“+/— Matching Stock Progr
/+/-increase/decrease in
‘;+/- Increase/decrease in
:+/— Increase/decrease in

>4

g

ratement

vy statement’

zation
ed|comparies »

I of assets ‘
pension provisions
other provisions
xes 1)

am

inventories

liabilities {excl. derivatives)

receivables (excl. derivatives)

Appendix

{Cashflow from operating a!ctivities: 2)

(31.)

- Investments in intangible aésets and property, plant and equipment

'~ Acquisition of MTU Grou

P

~'Investments in financial assets

|+ Proceeds from asset dis
!

4 Repayment of loans

posals

1Cashflow from investing a(‘:tivities :

(31.)

; Free cashflow

| +/-increase/decrease in

financial liabilities

!+ /- Change in market value of derivatives
| .

1 + Acquisition of MTU Group
|

| +/- Capltal increase after

dqduction of transaction costs

| Cashflow from financing a:ctivities

(31.)

} Exchange rate movements inrequity

" Exchange rate movements in fixed assets

}J Change in consolidation

| Change in cash and cas

h equivalents

. Cash and cash equivalen

ts as at January 1

Cash and cash equivale

nts as at December 31

(31.)

1)tax payments
2)interests paid
interests received




Group ‘
2005 2004
32.9 0.2
138.3 133;.0
-2.2 1.8
2.3 7
19.5 15.9
29.1 -51}5
-88.4 2.4
0.7 |
-75.0 —29;.8
473 79.8
185.6 87.2
290.1 72.9
-83.5 -65.9
766.6
-0.5 -01.1
0.7 34
15 2!.8
-81.8 -826.4
208.3 -753.5
-613.4 -269.6
91.5 75
766}.6
294.7 4.4
227.2 575.9
2.0 1.0
3.7 1}.4
8.0 i
6.3 0.4
12,6 -177.2
28.5 205.7
15.9 28.5
77.4 40.3
86.0 62.0
28.2 23;3
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[. Basic Princivles,

. . ‘
1. General information ‘

|
MTU Aero Engines Holding AG and its sub-j
sidiary companies (hereinafter referred to |
as MTU Aero Engines Holding AG or the Corh-
pany) is among the world's leading makers!
of engine modules and compoenents, and
is the world’s leading independent provideﬁ

of commercial aircraft engine services.

The business activities of the Group range -
through the entire lifecycle of an engine ‘
program - from development, construction,
testing and production of new commercial
and military engines and spare parts, to
maintenance, repair and overhaul of com-
mercial and military engines. The activities
of MTU focus on two segments: Commercial
and military engine business, and Commercial
Maintenance, Repair and Overhaul business.|

|
In the commercial and military engine “
business, the company develops and produces
modules and components as well as spare
parts for commercial engine programs and,
also handles their final assembly. Where mili-
tary engines are concerned, MTU focuses on
the development and production of modules
and components for engines, production qf
spare parts and final assembly as well as |
maintenance services for these engines. The
commercial maintenance, repair and over—‘
haul business includes activities in the area
of maintenance and logistical support for
commercial engines.

MTU Aero Engines Holding AG (parent
company) with its headquarters at Dachal,‘ler
Str. 665, 80995 Munich, Germany, is regi‘s—
tered under HRB 157 206 in the registration
court’s commercial register at the local court
of Munich. : ‘
The consolidated financial statements wa;(s
approved for publication by the Supervisory
Board of MTU Aerc Engines Holding AG on
March 22, 2006. '/
\
78 |

1.1 IF‘RS Accounting standards

The cénsolidated financial statements of

MTU A‘\ero Engines Holding AG of December -

31, 2005, is compiled in accordance with

. . X . !
Inter-national Financial Reporting Standards

|
(IFRS) and the guidelines of the

nternational

Accounting Standards Board (ASB) of London.

Standards applicable as of the bala]nce sheet
date were used. The designation “IFRS” also

includ‘es applicable Internationa

Accounting

Standards (IAS). All interpretaticns‘of the

International Financial Reporting Interpre-

tations Committee (IFRIC), former|¥ the Stan-
ding Interpretations Committee (SI|C), which
are aL‘Jthoritative for the 2005 business year,

have Feen applied.

The duty to prepare a consolidated financial
statements is defined by Sectiop 290

of thé German Commercial Code (
Pursdant to Article 4 of Regulatjon
1606‘/2002 of the European Parlia
the Coundil of July 19, 2002, the G
obligzjated to apply the internationa

ing st‘andards pursuant to Articles

6 of the standards cited above.|Th
solidéted financial statements exe

HGB).
(EC) No.
ment and
roup is
account-
2, 3 and
e con-
mpt MTU

Aero Engines GmbH, Munich pursuant to

Sectipn 264 Paragraph 3 No. 4

In order to improve clarity, varigus

and is
publi;shed through the commergial
of Munich (registered office of the

register
compary).

entries of

the consolidated income statement and con-

solidated balance sheet are combi

J

ned.

These entries are separately accounted for
and explained in the appendix. The con-
solidated financial statements have been
prepared in Euro. All amounts are disclosed
in millions of Euro (in € million) uniess
otherwise stated.

The year-end financial statements of the con-
solidated companies are prepared as of the
balance sheet date of December 31, 2005,
of MTU Aero Engines Holding AG, Munich.
The annual financial statements for Pratt &
Whitney Canada Customer Service Centre
Europe GmbH, Ludwigsfeide, which is valued
at equity, are prepared as at November 30
of the calendar year. The statements are
included in the consolidated financial
statements at this balance sheet date.

Early adoption of modified standards

As part of the Improvement Project, the IASB
has produced a series of amendments to
existing IAS as well as issuing new IFRS,
which as a rule are to be applied in the busi-
ness year beginning January 1, 2005. The
following standards were already applied by
MTU Aero Engines Holding AG in its 2004
consolidated financial statements:

IFRS 1 “First-time adoption
of International Financial Reporting
Standards”

IFRS 3 “Business combinations”
Business combinations are stated in the
financial year 2004 in accordance with IFRS
3. IFRS 3 is closely related to the revised
standards by |AS 36 and IAS 38, which
likewise have been applied early.




|
\
!
|
!
|

IAS 36 (revised 2004) “Impairment

of assets” ‘

The modifications to IAS 36 essentiaily relate
to goodwill. This is no longer systematically
amortized, but rather is now subjected to an
annual “impairment-only” approach.“

IAS 38 (revised 2004) “Intangible‘ assets”
The primary modification of [AS 38 ;concerns
the distinction of useful economic life into
unlimited and limited lifetimes. Intan‘gible
assets with unlimited usefu! econorr}ﬂc life-
times are no fonger amortized on a scheduled
basis, but rather are now subjected|to an
annual “impairment-only” approach in accor-
dance with IAS 36. Assets with a limited
useful economic life continue to be amortized
on a scheduled basis over their economic life.

IAS 32 and 39 (revised 2004) “Firhancial
instruments”

Early application of IAS 32 and IAS 39
{revised 2004) results in new classification
of financial assets. Depending on the clas-
sified category, changes in fair valué are
recognized in the income statemenﬁ or
directly in equity until disposition of the
financial asset. Receivables and liabilities
are valued at amortized cost. Transitional
guidelines pursuant to 1AS 39 No. 105 ff
were applied accordingly.

)
|
i
|
|
|

Newly issued
|accounting regulations
The following standards, which were revised
as part of IASB’s improvément projects, were
applied for the first time in 2005:

| + IAS 1 (Presentation of financial
Staternents)

« |AS 8 (Accounting PoIicies'. Changes
in Accounting Estimates and Errors)

« |AS 16 (Property, plant, anid equipment)

* |AS 24 (Related party disclosures)

In addition, IASB has issued new orrevised
and amended standards in 2004, which are
‘ being followed. These are, in' particuiar:

1 * |FRS 2 (Share-based Payments)

| * IFRS 5 {Non-current assets held for sale
J and discontinued operations)

1.2. Changes in corporate law

1.2.1. Merger agreements

MTU Aero Engines Verwaltungs GmtH was
(‘ merged into MTU Aero Engines Investment
“ GmbH through a resolution (|>f the share-
holders’ meeting on Margh 15, 2005. With
the merger agreement of March 15, 2005
| (UR No. S 0455/2005), the merger was

} carried out by absorption thlough transferral
|

of assets as a whole. With r«!egard to the law
i of obligations and to taxes, tTe merger was

(‘ internal and effective as of January 1, 2005.
\
\
\
{
\
\

MTU Aero Engines Dritte Participation
GmbH was merged into MTU Aero Engines
Investment GmbH through a resolution of
the shareholders’ meeting on March 15,
2005. With the merger agreement of Marqh
15, 2005 (UR No. S 0459 /2005), the merger
was carried out by absorption through trarHs-
ferral of assets as a whole. With regard !

to the law of obligations and to taxes, thei
merger was internal and effective as of |
January 1, 2005.

MTU Aero Engines Zweite Verwaltungs
GmbH was merged into MTU Aero Engines
Dritte Holding GmbH through a resolution‘

of the shareholders’ meeting on March 185,
2005. With the merger agreement of March
15, 2005 (UR No. S 0467/2005), the merger
was carried out by absorption through trans-
ferral of assets as a whole. With regard to,
the law of obligations and to taxes, the
merger was internal and effective as of
January 1, 2005.

MTU Aerc Engines Zweite Participation
GmbH was merged into MTU Aero Engines
Dritte Holding GmbH through a resolution; of
the shareholders’ meeting on March 15,
2005. With the merger agreement of March
15, 2005 (UR No. S 0463/2005), the mer‘ger
was carried out by abscrption through trans-
ferral of assets as a whole. With regard 1
to the law of obligations and to taxes, the;
merger was internal and effective as of

January 1, 2005.
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MTU Aero Engines Dritte Holding GmbH
was merged into MTU Aerc Engines Zweite
Holding GmbH through a resolution of the!
shareholders’ meeting on April 27, 2005.
With the merger agreement of April 27, 2005
(UR No. 8§ 0771/2005), the merger was !
carried out by absorption through transferral
of assets as a whole. With regard to the Ia}rv
of obligations and to taxes, the merger was;
internal and effective as of January 1, 2005.

MTU Aero Engines Zweite Holding GmbH |
was merged into MTU Aero Engines Erste |
Holding GmbH through a resolution of the
shareholders’ meeting on April 27, 2005,
With the merger agreement of April 27, 2005
(UR No. S 0775/2005), the merger was ‘
carried out by absorption through transfer(ral
of assets as a whole. With regard to the law
of obligations and to taxes, the merger was}

internal and effective as of January 1, 2005.

1.2.2. Change of legal form

MTU Aero Engines Erste Holding GmbH (HRB
151 251), was transformed into an Aktien-
gesellschaft (German public limited company)
by way of a transformation resolution pas—i
sed in May 2, 2005 within the scope of the
Umwandlungsgesetz (German Corporate |
Transformation Act) via a change of legal
form. This transformation was entered in the
commercial register on May 19, 2005, under
number HRB 157 206. Alsc by way of a
shareholders’ resolution passed in May 2,
2005, the share capital of MTU Aero Engi Pes
Erste Holding GmbH was increased by €37.8
million according to the rules for a capital
increase from company funds from €2.2
million to €40.0 million prior to the change
of legal form. For this purpose, an amount
of €37.8 million was withdrawn from the ‘
capital reserves and transformed to become
ordinary share capital. No new shares wefe
|
80 !
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\
x
’

i
issued. The capital increase took|effect when
it was| entered in the commercia) register on
May 19, 2005.

In the‘iGeneraI Meeting on May 30,/2005,
a resolution was passed to increase the
compr‘:my's share capital against|capital con-
tributions by €15.0 million from €40.0 millicn
to €5‘5.0 millicn by issuing 15.0/ million new
no—pa‘r value bearer shares. The new shares,
which| carry dividend rights from the start
of the current fiscal year, were issued with
a nominal amount of €1.00. The capital
increase took effect when' it wasg entered in
the cc‘)mmercial register on june 3,{2005.
The purpose of the capital increase was to
place|the shares as part of the company’s

initial public offering.

Cond‘itional capital
Condi{tional capital of €19.25 million was
also created by way of a resolution| of the

General Meeting on May 30, 2005/ This

capit%l is to be used to grant shares to the
holde‘rs of convertible bonds or bonds
with warrants.

Authorized capital
According to a resolution by the General
Meeting on May 30, 2005, the Boalrd of

Management is authorized, subJec} to
appréval, to increase the share capital on or

before May 29, 2010, against czsh‘contribu-

tionson one or several cccasions Fy a total
of up}to €5.5 million, whereby it is‘ possible
to exclude shareholders’ subscription rights

(Authorized capital 1).

In addition, according to a resolution by

the General Meeting on May 30, 2005, the
Board of Management is authorized, subject
to approval, to increase the share capital on
or before May 29, 2010, against cash and/or
non-éash contributions on one or §evera|
occasions by a total of up to €19.25 million,
whereby it is possible to exclude shareholders

subsjcription rights (Authorized cap]ital ).

’

The Company’s Board of Management was
further authorized to issue, with the consent
of the supervisory board, bearer or registered
convertible bondls, warrant bonds, profit
participation rights, or profit-linked bonds
(or combinations of such instruments), on
one or more occasions, through May 29, 2010.
Such Bonds are to be with or without fixed
maturity, up to an aggregate nominal amount
of €750.0 million, and to grant the holders of
convertible and/or warrant bonds. conversion
or optian rights for up to an aggregate of
€29.25 million in the registered share capi-
tal of the company, in accordance with the
detailed terms and conditions of such con-
vertible bonds and/or warrant bonds.

1.2.3. The Initial public offering (IPO)

The new shares of the company were issued
on June 6,2005 on the Frankfurt Stock Ex-
change, Amtlicher Markt, using book-building
and with a subscription period from May 25,
2005 to June 3, 2005. After the subscription
offers had been received within the book-
building window at prices of between €19.00
and €22.00 per share, the issue price

was set at €21.00 per share. Initial listing
on the first day of trading was at €21.89.

A placement volume of 31 million shares plus
a green shoe option of 4.65 million shares
resulted in a placement volume of €748.65
million. Of these proceeds, a total of €294.7
million accrued to MTU Aero Engines
Holding AG after the deduction of costs
from the capital increase of 15 million
shares. This amount was mostly used to
repay debt. The remaining proceeds from the
issue accrued to the company’s former main
shareholder, Blede Lux Holding Two S.a.r.l.,
Luxembourg.




|
i
Shareholding structure as ! ‘
of December 31, 2005 |

The following synopsis shows the share- ‘
holders and their participation in the capital !
following the IPO. | }

Shareholdings following the {PO

j } ‘ o-par
Name of shareholder : } shares in %
Blade Lux Holding Two S'a'r'l")i : 16,092,080 . 29.26
Blade Management Beteiligungs | ’
GmbH & Co. KG i ! 3,257,920 5.92
Free float of stock 3 35,650,000 64.82
Total | 55,000,000 100.00

*) Incorporated under the laws of Luxerﬁbourg. Shareho!

der is Blade Lux Holding One S.a[.l.,

shares are in turn held by KKR Eurcpejan Fund, Limited Partnership with 75%, and KKR Millal

Partnership with 24.04%, as well as KKR Partners, Limited Partnership, with 0.96%.

1.2.4, Changes in consolidated entities

With an agreement dated May 17, 2005,
ATENA Engineering GmbH, Munich: with its
shares ATENA INDIA PRIVATE LIMI‘TED
and EUROAER GmbH, were sold effective

June 30, 2005. ATENA EngineeringiGmbH was
then no longer consolidated. As the sale

had an overall insignificant effect on the por-
trayal of the Group’s net worth, th§ financial
statements does not include a seharate
presentation of assets and Iiabilitie:s pursuant
to IFRS 5. The profit from the sale is referred
to in the explanation under text ite?m 10
{Other operating income and expenses).

The principal groups of assets and liabilities
that were classified under the “Commercial

!
\
\
|
\

‘and Military engine busine
ment up to the time of the
as follows up to June 3@, 2

Assets of ATENA [Engineering GmbH as of June 30, 2005

in € million

Luxemburg, whose
nium Fund, Limited

s” market seg-
sale are classified
005:

Non-current assets 4.3
Inventories 4-3i
Current receivables and prepaid expenses 4.73
Non-current provisions and liabilities -0.51
Current provisions ahyd liabilities ' 7.6

5.2
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2. Consolidated Entities

2.1. Subsidiaries

l
}
i
The consclidated financial statements of |
MTU Aero Engines Holding AG include all !
major companies in which MTU Aero Enginés
Holding AG holds the majority of voting .
rights and has a controlling influence. Thes¢
companies are consolidated as long as the |
controlling influence exists. !

|
\
2.2. Associated companies |

Companies whose financial and business
policy may be influenced by MTU Aero Engines
Holding AG in a significant way (associated '
companies) are disclosed at equity and are
initially recognized with their acquisition
costs. A significant influence is assumed if -
MTU Aero Engines Holding AG directly or
indirectly owns 20% or more of the voting
rights of a company.

The joint ventures are stated using the equity
method in the consolidated financial state-
ments of MTU Aero Engines Holding AG.

2.3. Insignificant participations

Three subsidiaries are not included due to '
insignificance. MTU Minchen Unterstitzungs-
kasse GmbH, Munich, is not consolidated
because the obligations are recognized in
the consolidated financial statements. Five -
associated companies, three joint ventures
as well as two other companies are not
measured according to the equity method
and are not included according to propor-
tional consolidation. Their overall impact on
the net worth, financial and earnings situation
of the group is of minor significance.

82

N
|
|
|
|
|

|
2.4. q:onsolidated as well as
 non-consolidated companies

included:

Sha‘res in subsidiaries

MTU Aero Engines Investment GmbH, Munich

MTlTJ Aero Engines GmbH, Muhi

[

n

MTL;J Maintenance Hannover GmbH, Langenhagen

MTU Maintenance Berlin-Brandent urg GmbH, Ludwigsfelde

MTHJ Maintenance Canada Ltd., Richmond, Canada

Vericor Power Systems L.L.C., At

anta, USA

RSZ Beteiligungs- und Verwaltungs GmbH, Munich
MTLU Aero Engines North Americ‘zla Inc., Rocky Hill, USA

1

MTU Versicherungsvermittlungs?
Wirt‘schaftsdienst GmbH , Munic
MT\“J Maintenance do Brasil Lida
MTU Miinchen Unterstitzungska
. Shajres in
associated companies
i
EUROJET Turbo GmbH, Munick

EPI iEuroprop International GmbH

|
ATENA ENGINEERING INC., Hartford, USA (i.L.)

und

, Sao Paulo, Brazil
sse GmbH, Munich

Munich

MTQ Turbomeca Rolls-Royce GmbH, Hallbergmoos

APA; Aero Propulsion Alliance GmbH i.L., Munich

Turt;)o Union Ltd., Bristol, Great B

ritain

Equ;ity participations in joint ventures
MTl.?‘J Maintenance Zhuhai Co. [Ltd., Zhuhai, China
Pratt & Whitney Canada Custamer Service

Cen;tre Europe GmbH, Ludwig_;fe

lde

Cerémic Coating Center 5.A.8,, Paris, France

Airf(:)il Services Sdn. Bhd., Shah Alam, Malaysia

Pratt & Whitney Canada CSC, (Afi

Lanfseria, South Africa**)

Othgr shares

rica) (PTY.), Ltd.

IAE International Aero Engines| AG; Zurich, Switzerland

\
Gesellschaft zur Entsorgung von
in Bayern GmbH, Munich
*)  Eull = fully consolidated.
At cost = stated at fair value, but equi

(i PR
**) Indirect participation.

The complete statement of Group share
ownership is reported in the comme

Sondermdlll

alent to costs of purchase.

rcial (HRB 157 206).

Con-

solidated
yes/no

ye2s
yes
yes
y2s
yas
yes
yes
yes

no

no
no

no

no
no
no
no

no

no

no
no

no

no

no

no

Con- Share-
solidated holding
method™)  in%

full 100

full 100
full 100
full 100
full 100

full 100

full 100

full 100

at cost 100
atcost 100
atcost 99.99
at cost 100
at cost 33
at cost 28
atcost 33.33
at cost 24.8
atcost 39.93
equity 50
equity 50
at cost 50
at cost 50
at cost 50
at cost 12.1
at cost 0.1

registry of the local court of Munich




3. Consolidation principle§
|
|

Business combinations are accounted for
using the purchase method as defined in
IFRS 3. Under the purchase method identi-
fiable assets and liabifities acquired are
measured initially at their fair valug. The ex-
cess of the group’s interest in the net fair
value of the identifiable assets and liabilities
acquired over cost is recognized as goodwill. ‘
Goodwill is subject to regular review for ‘
possible impairment. If the fair value of the ‘
\
|

assets and liabilities exceed the acquisition
cost, the remaining difference is immediately
recorded in the income statement.

The effects of inter-company trans:actions ‘
have been eliminated. Accounts receivable
and accounts payable as well as expenses
and income between the consolidated com-
panies are netted. Internal deliveries are
recorded on the basis of market prices.
Interim results are eliminated in tHe financial

year. J

In accordance with |AS 12, deferred taxes
arising from timing differences are recogni- |
zed as a result of the elimination of profits |
and losses due to transactions within the
Group. ‘

/
Shares in associated companies and equity
participations in joint ventures are accounted
for using the equity method from the point
of acquisition, and are initially recpgnized at
cost. ‘

‘ Any difference between

and the fair values of the
liabilities and contingent
at the point of the acqui
as goodwill.

The company’s share of
or losses is recorded in
ment. Program investme

the

an
the income state-
nt companies are

acquisition costs
identified assets,
liabilities which arise

sition are recognized

investee’s profits

associated companies. With regard to the
special accounting treatment of these invest-

ments, please refer to te

xt item 5.8.2.

All other equity participations (non-consoli-

dated subsidiaries and cthgr shares) are
carried at fair value. If the fair value cannot

be reliably determined,
cost (see explanation to
5.8.3.and 5.8.4.).

Currency rates
Currency

USA (USD)
Canada (CAD)
China (RMB)

Great Britain (GBP)
Malaysia (MYR}

they are stated at

text item 5.8.1.,

Reference date rate

~ 4. Currency translation

The financial statements of consolidated
companies whose functional éurrency is not
Euro are translated into Euro in accordance
with |IAS 21 using the functional currency
concept. The functional currency is the cur-
rency in which a foreign company generates
most of its funds and makes its payments.
Because the functional currency at all group
companies is the corresponding local cur-
rency, the assets and liabilities are translated
using the exchange rate applicable on the
belance sheet date, and expenses and inco-
me are translated every month using the
rate applicable at the'end of the month. The
effect of the exchange rate movements is
included in a‘separate component of accu-
mulated other equity, and does not have any

impact cn the net profit/loss for the year.

Foreign currency receivables and liabilities
are translated using the exchange rate
applicable on the balance sheet date.

The following rates have been used for
currency translation:

Average rate

12/31/2005  12/31/2004 2005 2004
1 Euro = 1 Euro = 1 Euro = 1 Euro=
1.1797 1.3621 1.2441 1.2438
1.3725 1.6416 1.5087 1.6167
9.5181 11.2875 10.1542 10.2988
0.5853 0.7051 0.6838 0.6787
4.4589 5.1825 47121 4.7280
83
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5. Accounting principles |
and policies |

|

|

|

|

The financial statements of MTU Aero
Engines Holding AG as well as of the domestic
and foreign subsidiaries are prepared using
standard accounting and valuation method:s
in accordance with |AS 27. ‘
\
i
5.1. Revenues !
I

Revenues from the sale of goods are recog-
nized when the significant risks and rewards
of ownership are transferred to the buyer, }

and the seller retains neither management;
involvement in, nor control over the goods.
Further récognition criteria are the probability
that economic benefits associated with the
transaction wil! flow to the seller and the
revenues and costs can be measured reliably.
The company’s customers are trading part-
ners from risk-and-revenue-sharing programs,
original equipment manufacturers (“OEMs’}),
joint sale companies, national governments,
airlines and other third parties.

Revenues from contractual maintenance
services (time and material contracts, fly-by-
hour contracts, Power by hour-contracts) in
the maintenance, repair and overhaul

(“MRO”) business as well as construction

contracts in the military business, are base‘d
on the percentage of completion method, in

accordance with IAS 11 and |IAS 18. If the !

final profit cannot be reliably estimated, IFRS

requires the use of the zero-profit method,i

which recognizes revenues only to the extent

of costs incurred that are expected to be 1

|
recovered. Revenues are recognized less dis-
counts for customers, price reductions and

other rebates.

[
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The co‘nsolidated companies’ for

hi

8!7

exchange contracts to hedge the patential

volatility in future cashflows have been

accounted for as cashflow hedges under

|
IFRS. These financial investment
are me‘asured at fair values, with
gains and losses on the hedging

where|they are effective, initially

in accymulated other equity. They are

subsequently released to revenu
rent with the earnings recognitio
of the hedged item.

5.2 Cost of sales
[

Cost of sales comprises the pro

L
instruments

the effective
ins‘trument,
de!ferred

es, |concur-

n pattern

duction-

related manufacturing costs of the sold pro-

‘ Y .
ducts,|development services pai

costs Pf products purchased for

d, and the
resale.

In addition to-the direct cost of material and

produgion, they also comprise t

allocatable overheads, including
of the‘production installations, p

he indirectly
depreciation
roduction-

related other intangible assets, depreciation
on invgntories and commensurate production-
related administration overheads. In addition

to exp‘enses charged by OEMs, ¢
includles calculated costs for ma
new e#mgines in the scope of risk-
shariné prograrns for customer 4

costs.|

ost of sales
'ke‘ting
and-revenue-
cquisition

5.3. Research and development costs

The research costs are expensed as incurred.
Development costs are capitalized when the
recognition criteria of IAS 38 are satisfied.
The de\/elopmen‘t costs for engine programs
in the series and spare part phase were
capitalized at fair value as part of the pro-
gram assets resulting from purchase price
allocation (intangible assets). Development
costs comprise all costs that can be allo-
cated directly to the development process
as well as reasonable amounts of develop-
ment-related overheads. Financing costs

are not capitzalized. The program assets are
amortized using scheduled amortization over
the expected product life cycle (maximum of
30 years.) Development costs which do not
qualify for capitalization are expensed as
incurred.

5.4. Public sector grahts and assistance

Public sector grants and assistance are
recognized in accordance with |AS 20
(accounting for government grants and
disclosure of government assistance) only

if there is adequate certainty that the related
conditions are satisfied and that the grants
and assistance will indeed be received.
Revenue-based grants are deferred in the
balance sheet and released to the income
statement to offset the related expenditure
that they are intended to reimburse. The
grants and assistance are éccordingly stated
in the balance sheet when the book value of
the assets is established.



5.5. Intangible assets

Purchased intangible assets and iTternalIy
generated intangible assets are cagitalized
in accordance with |1AS 38 (Intangib‘le Assets).
IAS 38 requires capitalization if it i§ probable
that a future economic benefit attri‘butable
to the asset exists and the costs of the asset

can be measured reliably.

Intangible assets with a limited useful life
are carried at cost of purchase or production
and amortized on a straight-line basis over
their useful life.

If there are indications that an intangible as-
set’s carrying amount may be extraordinary,
the asset is subject to an impairment test.
The recoverable amount is calculated as
the higher of the fair value less cost to sell
and the value in use of an asset. Ap impair-
ment loss is recognized immediately in the
income statement if the carrying almount

of an asset exceeds its recoverable amount.
If the reason for an impairment in brevious
reporting periods is no longer applicable,

a reversal is taken to the income statement,
whereby the amortized costs of production

or purchase must not be exceeded.

Scheduled amortization,

witih the exception

of goodwill, technology assets, and program

assets, is normally applie|
Program assets are amo

|
d over three years.

'tizled over a period

of maximally 30 years, whereas technology
assets are amortized over a period of

‘ten years and customer
4 and 18 years.

Goodwill with an unlimit
with iFRS 3 is subject to

elations between

ed life in accordance
anlimpairment test

at least once a year. As for other reporting,

the “Commercial and mi
ness” and “Commercial
and Overhau! business a

generating units. The gogdwill as of January 1,

2004, is allocated to bot
present value of the futu
each cash generating un
its carrying amount. If th
lower than the carrying 3
is impaired. If the amoun
impairment loss is great
the difference is proport|

itary engine busi-
Maintenance Repair
re viewed as cash

h segments. The

re net cashflows of
it is compared with
e present value is
mount, the goodwill
t estimated for an
er than the goodwill,
onately allocated to

the other assets of the cash generating unit.

A test is conducted for
date to determine wheth
non-scheduled depreciat
period still exist. If the re
of an asset has increase
must be reversed, irresp
red goodwill.

ach balance sheet

er Igrounds for the

ior? of the previous
aco‘verable amount
d the impairment

ective of the decla-

The recoverable amount is the higher
amount from the present value less the cost
to sell and the anticipated value in use. The
upper fimit of the impairment loss reversal is
determined by the acquisition cost less the
cumulative scheduled depreciation that
would have resulted if no non-scheduled '
depreciation had been recorded. The rever-
sal of impairment loss is recorded in the
income statement in the corresponding
function areas. An impairment loss recog-
nized for goodwill shall not be reversed in

a subsequent period.

5.6. Property, plant, and equipment

Property, plant and equipment are subject
to wear and tear and are carried at cost of
purchase or production less scheduled
depreciation. Depreciation is applied using
the straight-line method to reflect wear and
tear. If there are any indications of impair-
ment, the property, plant, and equipment

is subject to an impairment test. An impair-
ment loss is recognized immediately in the
income statement if the carrying amount

of an asset exceeds its recoverable amount.
The recoverable value is calculated as the
higher of fair value less the cost to sell and
the value in use of the asset. If the reason
for impairment in previous reporting periods
is no longer applicable, the value is written
up to an amount not exceeding the amortized
costs. Minor value assets (worth less than
€410) are expensed immediately in the year
in which they are acquired.

85




I s ¥ MpPpMPUIIVMIA WIVA Y

|
Scheduled depreciation is based on the ‘
following useful life: ‘
\
1

Useful life in years

in years
Buildings
Lightweight structures

Property facilities |
|
Technical equipment, plant, and machin;ery

Operational and office equipment i
|

The depreciation applicable for machines ‘
used in multiple-shift operation is increased
accordingly by way of shift mark-ups. }
The costs of production of installations pro-
duced in-house comprise all costs that can be
directly allocated to the production process
as well as reasonable amounts of production-
related overheads. These comprise productidn—
related depreciation, pro rata administrative
expenses and pro rata social costs. Financing
costs are not considered as part of produc:
tion costs or purchase.
If all opportunities and risks associated with
ownership of a group company leased asset
are primarily transferred attributable to thel
lessee, the leased asset is capitalized under
property, plant and equipment, and an equi-
valent value is recognized under liabilities .
from finance lease (finance lease arrange- .
ments). The amount capitalized at the start
of the basic lease period is the lower of fair
value or present value of minimum lease :
payments. The capitalized leased asset is
depreciated over jts useful life, whereas
interest is added in instaiments to the
leasing liability.

If all risks and opportunities associated with
ownership of a leased asset are not attributa-
ble to the lessee, the lease payments are
expensed as incurred (operating lease arrange-
ments).
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5.7. Financial assets

}
Finan;cial assets are recognized at the settle-
ment date, the date on which the asset is
delive%ed. When the financizl assets lare initial-
ly rec?gnized, they are stated at|fair value.

\
After j‘che initial recognition, “available for
sale financial assets” as well ag assets in
the ca}tegory “fair value through profit and
loss™ are recorded at fair value. |in general,
the fair value corresponds to the market
value. If a market price does not exist, the
marke‘t‘ value of the available for|sale
financial assets as well as market value of
assets in the category “fair value through
profitjand loss” are determined Using suita-
ble va‘luation methods, e.g. discounted cash-
flow method, taking into account market
data évailable at the balance sheet date.

Finan‘cial investments in equity instruments
for wh‘ich there is no active market|price and
for wnich no fair value can reliably be deter-

mined, are valued at acquisition|cost.

|

|
|

Changes in the fair value of assets in the
category “fair value through profit and loss”
are recognized with an impact on profits via
the income statement, whereas changes in
“fair value of available for sale” assets are
recognized in accumulated other equity
without having impacts on profits. Interest
rate swaps that do not meet the strict crite-
ria of [AS 39 for hedge accounting are classi-
fied as “held for trading” in the category
“fair value through profit and loss”.

Loans extended by the company which are
not held for trading purposes(originated
loans and receivables) as well as all financial
assets which do not have a quoted market
price in an active market and whose fair
value cannot be reliably measured are car-
ried at amortizec cost, if they have a fixed
maturity. In the case of current receivables,
the amortized costs are equivalent to the
nominal amount or the repayrhent amount.

In accordance with IAS 39 (Financial
Instruments: recognition and measurement)
regular checks are carried out to establish
whether there are any objective sustan-

tial indications of an impairment of a financial
asset or portfolio. If such indications exist,
the impairment loss is recognized in the
income statement. Profits and losses from
an available for sale financial asset are
recorded directly in accumulated other equity
until the financial asset is disposed, or until
an impairment has been established. In the
event of an impairment, the cumulative

loss is withdrawn from shareholders’ equity
and transferred to the income statement.




5.8. Financial investments

Profits or losses attributable to joint venture
companies accounted for under the equity
method are allocated on a pro rata basis to
the profit/loss and the corresponding book
value of the investment. In the income state-
ments, the allocated profit/loss is disclosed
separately under the item “share of income
/loss of joint venture accounted for using
the equity method”.

5.8.1. Shares in non-consolidated
subsidiaries ’

The shares in non-consolidated subsidiaries
recognized under financial assets are car-
ried at fair value. if a quoted market price in
an active market is not available and if a fair
value cannot be reliably measured, the
shares are carried at cost.

5.8.2. Shares in associated companies

Shares in associated companies that are
not accounted for under the equity method
in accordance with IAS 28 are carried at fair
value in accordance with IAS 39. If this value
is not available, or if it cannot be reliably
measured, the shares in associated com-
panies are carried at cost.

5.8.3. Equity participations

" in joint ventures

Equity participations in joint ventures that

are not accounted for un
method are carried at fai
ance with |AS 39. They a
if a quoted market price i
cannot he reliably measu

5.8.4. Other shares

der'the equity
value in accord-
re éarried at cost
n-an active market

red.
|
|

|

|

Other shares are carried at fair value in

accordance with IAS 39.

. price in an active market

if a fair value cannot be r
the shares are carried at

5.8.5. Impairment of fin

If there are indications th
non-consolidated subsidic
ted associated companie
dated joint ventures and
other equity participation
IAS 39 is applied.

5.9. Financial assets -

Loans receivable are car
costs based on their clas
assets. This item does n¢
financial assets held for t

If a‘ quoted market

is not available and
eliqbly measured,
cost.

ancial assets

at investments in
3ries, non-consolida-
5, in non-consoli-
non-consolidated
5 might be impaired,

loans receivable

ried at amortized
,ifi%ation as financial
t iTclude any

rading.

5.10. Inventories

5.10.1. Raw materials and supplies

Raw materials and supplies are recognized

. at the lower of average costs of purchase

or net realizable values. Costs of purchase
comprise all direct-purchasing expenses as
well as other costs incurred bringing them to
the current location and condition. The net
rezlizable value is the estimated selling price
generated as part of normal business trans-
actions less costs of completion and less
any selling expenses.

5.10.2. Unfinished products

Unfinished products are recognized at the
lower of cost of production or net realizable
value. Cost of production comprises al!
expenses that can be directly allocated to
the production process as well as reasonable
amounts of production-related overheads.

~These include production-related depre-

ciation, pro rata administrative expenses
and pro rata social expenses.
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i
|
5.10.3. Financing costs of inventories
|
Financing costs are not considered as partf
of costs of production or purchase. ‘

|
5.11, Receivables and other assets |
|

Receivables and other assets, except for |
derivative financial instruments, are loans
and accounts receivable, which are recog- .
nized at amortized cost. Interest-free or ‘
low-interest receivables due in more than
one year are discounted. Allowances are
established all for estimated bad debts.

5.12. Derivative financial instruments

At the company derivative financial instru-
ments are used for hedging purposes in

order to reduce currency and interest rate |
risks. |

According to |AS 39, all derivative financial ’
instruments, such as interest rate swaps, !
currency swaps, combined interest rate andi
currency swaps, and foreign exchange for- |
ward contracts are recognized at market ‘

88

value, irrespective of the purpose or|inten-
tion fori which they were acquired] Unrealized
changes in market value of the derivative
financielxl’instruments treated as g hedge are
recognized in accumulated other equity.
Changés in other financial instruments are

i
immediately recorded in earnings.

The consolidated companies are exposed to
risks dge to interest rate changes|and cur-

! |
rency r‘isks based on securing the US Dollar
cashflows from operational busin ass: as

well asfrom financing. Accordingly, derivative

. A |
financial instruments are used to manage

these risks (cross currency swaps).

Hedge|accounting
The co mpany meets the requiremenp of
hedge accounting for its foreign exchange
forward contracts as cashflow hedges.
Changés in the market value of fcreién ex-
change forward contracts which are [used
for compensating for future cashflow risks
from existing underlying transactions or
planned transactions are initially recognized
in accumulated other equity withoutjany
impaction profits. As a result, prafit {loss)
is recorded to the income statement at the
same ti‘me at which the hedged underlying
transaction has an impact on profits! In-
effective portions of the risk management
instrument are immediately recorded in
results‘for the period.

For swap transactions, the requirements of
hedge accounting are not met. Changes in
fair values are recognized in the income sta-
tement under financial result with an impact
on profits.

Financing of the company has been provided
in the currency “Euro” and is provided pri-
marily in the form of loans, an issued bond
and bank borrowings (Revolving Credit
Facility). Current liquidity surpluses are
invested on the money market securities.The
consolidated companies are exposed to risks
associated with changes in interest rates only
as far as amounts are drawn from revolving
credit. This does not include credit guaran-
tees for which commissions but not interest
are to be paid. Revolving credit has a term
of 5 years, serves as a preventative liguidity
provision and is only used for very current
requirements; from this vantage point,

no risk arises from changes in interest rates.

The following financial instruments were
used during the financial year:



|
i
1. Forward foreign exchange |

transactions: i
The purpose of forward foreign exch;ange
transactions is to hedge US Dollar cashflows

arising from operational transaction%.

At the end of the year, there were chrrency
forward foreign exchange transacti‘o‘ns of US
$560.0 million, which have expiration dates
tili October 2007, with a fair value ojf €416.8
million. ‘

The change in market price value of;the deri-
vative financial instruments totaled €27.2
million during the past business yealr.
Proceeds from hedging activities frojm the
accumulated other equity amounting to
€8.3 million were recorded in the revenues.

As of December 31, 2005, after ded:uction of
deferred taxes, the change in fair va‘lue of
the cashfiow hedges transactions of €-15.0
million (prior year: €12.2 million) was re-
corded in accumulated other equity‘without

any impact on profits. 1

Risk management and hedging p?licy |
Cashflows, which are principally secured

through forward foreign exchange tr‘ans-
actions, are.anticipated for the following per-
iods and amounts. This assumes that these
planned transactions will primarily b‘e con-
sidered in the results for these peri?ds:

!

business year  planned transactions

{Underlying transaction

in USS$ millions)

2006 '+ 380.0
2007 180.0

+ 560.0
|

There are no transactions for which‘hedge

accounting had previously been used but
that are no longer expected to occur. |
\
|
i

|
|
|
j

2. Swaps

Cross currency swaps .
The goal is to protect agajnst fluctuations

in exchange rates and interest rates, using
US Doltar income surpluses.

With this financial instrument, fixed Euro

interest obligations have Jee!n swapped for

l

|fixed US Dollar interest obligations. Due to

exchange rate fluctuations, a negative

market price of €7.7 million resulted on the
balance sheet date (versus a positive €5.2
million for the previous year]!.

5.13. Cash and cash equivalents

Cash and cash equivalents ciomprise foreign
currency holdings of €8.2 million and are
valued using the exchange rate applicable at

the reference date.

5.14. Deferred taxes

Deferred tax assets and deferred tax '
liabilities are recognized for|all temporary
differences between the values reported

in the tax balance sheets|and the consoli-
dated balance sheet (“ba an(lze sheet liability
method”). The deferred tax assets and de-
ferred tax liabilities were calculated using
the tax rate applicable at the point at which
the temporary differences are expected to
reverse. Deferred tax assets and deferred tax
liabilities are offset if the tax creditor and tax
debtor is the same person and if maturities
are congruent.

5.15. Pension provisions

Pension provisions are established based
on the projected unit credit method in
accordance with IAS 19 (Employee Benefits).
This method recognizes not only the pen-
sions and acquired entitlements known on
the balance sheet date but also estimated
increases in pensions and salaries expected
in future, with a conservative assessment of
the relevant parameters. The calculation is
based on actuarial reports. Actuarial profits
and losses are only offset against the pen-
sion expense if they fall outside a range of

- 10% (target range) of the estimated obliga-

tion. In this case, they are spread over the
future average remaining service time of the
workforce. The expenses attributable to
cumulative interest for pension obligations
are recognized with financial results in thé
income statement. All other expenses attri-
butable to pension obligations are included
with the costs of the affected function areas.

5.16. Other provisions

Other pravisions are recorded if an obli-
gation exists to third parties, it is probable
that the provision will be utilized and,

if probable, if the provision can be reliably
estimated. For measuring the value of pro-
visions with, for example, warranties and
missing costs — consideration is given to all
cost components including those in inven-
tories. Non-current provisions due in more
than one year are recognized with a settle-
ment amcunt discounted to the balance
sheet “s date. Provisions for part-time work
for elderly people and anniver-saries are
evaluated in accordance with statistical
appraisals under 1AS 19.
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5.17. Financial obligations

Financial obligations are initially recognized
at cost of purchase equivalent to the fair }
value of the service rendered in return.
Financial obligations that are valued at fair 1
value are considered in the totals pursuant
to transition regulations in accordance with

[AS 39.105 ff.

Non-current liabilities due in more than
one year are recognized with their present
value. Liabilities, except for derivative finan
cial instruments, are carried at fair value.

5.18. Other comments
The claims of shareholders to dividend pay-
ments are recorded as a liability in the period

in which the corresponding resolution is
passed.

5.19. Assumptions and estimates

The process of preparing consolidated fi-
nancial statements in accordance with the ‘
requirements of IASB involves making i
assumptions and estimates which have an ‘
impact on the extent and disclosure of !
the reported assets and liabilities, income ‘
and expenditure as well as contingent ‘
liabilities. !
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The as‘sumptions and estimates pn‘marily
refer t? the determination of estina‘ted use-
ful lives within the group, the statement and
valuatijon of provisions and the e te;im to
which future tax relief will be rea izeid. The
actual amounts may differ from the assump-
tions a}nd estimates. Changes ar ‘re:ﬂected
in the i‘ncome statement at the p inlt

at which appropriate knowledge is gained.

1 |
The coj‘mpany assesses the value of i!ts good-
will at least once a year (see “Accounting
princip:les and policies”). For this pu:rpose,
the gogdwill is allocated to cash generating
units. The recoverable amount of the cash

generajting units is established on the basis

of the ;value in use. This requires |the use of
estimates.

5.20. Sensitivity analysis

The group makes estimates and asslumptions
relating to the future. Those estimates may

not co‘rrespond precisely to subsequxent cir-
cumstz:ances. The estimates and dss:umptions
involving a significant risk in the form of a
major ‘adjustment to the book values of

assets: and liabilities during the next financial

year ar‘e discussed in the following.

<
|

5.20.1. Goodwill

In line with its accounting policies, the con-
solidated companies assesses e\)ery year
whether an impairment of goodwill is
required. The utility value is determined by
calculating the recoverable amount of the
cash generating units. This requires the use
of estimates.

If the actual gross profit on December 31,
2006, is 10% lower than management’s
estimate of gross profit on December 31,
2005, this would not indicate an impairment
of goodwill or any other assets. Assuming

a 10% increase iri the discount rate before
taxes which was applied for calculating

the enterprise value using the discounted
cashflow method (DCF), the company’s
goodwill and property, plant, and equipment
would still not be impaired.

5.20.2. Income taxes

The group bases the extent of provisions for
expected tax audits on estimates with regard
to whether, and if so to what extent, additio-
nal taxes will be payable. If the definitive
taxation in relaticn to these business trans-
actions differs from the initially assumed
taxation, this will have an impact'on the
actual and deferrad taxes in the period in
which the taxation is definitively established.



|
Il. Notes to the Consaglidated
Income Statement

6. Cost of sales

Cost of sales

2005 ‘ 2004

in € million i ;‘

Cost of materials ‘ 1 -1,330.7 -1,122.0

Personnel expenses | | -377.9 -353.0

Depreciation and amortization | | 128.8 123.9

Other cost of sales ‘ | -27.4 -28.7
! -1,864.8 1,627.6

On the balance sheet date, the value of MTU The research and develogment costs in the

Maintenance Canada Ltd., Canada, was amount of €57.7 million t included in the
compared with its recoverable amount (cash- | cost of sales for the previous-year — were
flows), which resulted in a shortfall in the reclassified with their own position (text
present value compared with the €2.4 mil- item 7) for the financial year{2005 in order
lion carrying amount of MTU Maintenance to make comparison easier.

Canada Ltd. This amount reduces in the full
amount the result for the accounting period 7. Research and

and is primarily contained in the cost of development costs
sales. A small portion is included iniadmini- . . S . .
s_tration costs due to the Classification of Research and develo pment costs
functions. ‘
in € million 2005 . 2004
The following asset groups were affected by Cost of materials : 33.3 75.2
the impairment of value: ‘
P Personnel expenses : ‘ 449 -73.2
‘ .
|  Depreciation and amortization -5.6 -7.5
‘ -83.8 155.9
in € million — — ‘
: |  Consumption of research provisions 38.1 98.2 -
Intangible assets 0.5 |
‘ ' Expenses -45.7 -57.7
Property, plant, and equipment 1.9 !

| See text item 6 (Cost of sales) to compare
2.4 ' new classification.
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8. Selling costs

Selling costs

in § million 2005 2004
Cosjt of materials ) -9.2 - 76
Personne! expenses : -44.2 -45.8
Dedreciation and amortization ‘ -2.2 0.4
Oth“er selling costs | -11.8 -14.2

‘ 674 680

\
Selling‘costs contain mainly expenses for
marketing, advertising, and sales personnel
as well|as write-downs in relation to trade
accounts receivable.

|
9. General administrative costs

General administrative costs

in ,% million ‘ 2005 2004
Cos;t of materials v -3.8 4.4
Per‘sonnel expenses -31.7 -29.8
Dep‘reciation and amortization -1.7 -1.2
Othfer administrative expenses -8.2 -52.3

‘ 45.4 -87.7

General administrative costs for the [previous
year co?ntained £41.8 million in transaction
costs rjelated to the acquisition of blisiness
enterprises on January 1, 2004.
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!
10. Other operating income and

expenses |

Other operating income and expenses

in € million : 2005 2004

Income “ :

Income from the disposal of ﬁxed assets i 0.3 2.0

insurance claims ‘ 2.8 1.1

Cost charged on to other compa‘nies 0.1 0.1

Other operating income 10.3 4.2

13.5 7.4

Expenses

Losses from the disposal of fixed assets ! -2.6 -0.3

Insurance claims J -2.2 2.1

Other operating expenses | \ : -4.0 -0.9
i 8.8 -3.3
‘ 4.7 4.1

The “Other operating income” is 4

composed of the following: ‘

Divesting of ATENA Engineering GmbH ; 4.4

Discontinuation of property transfer tax !iabil%ty 3.8

Other | 2.1 4.2
f 10.3 4.2

The “Other operating expenses” is i

composed of the following:

Customs liabilities “ -3.0 -0.3

Other -1.0 -0.6

4.0 -0.9
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1

3 11. Financia! result

l

Financial result
|

in § million 2005 2004

Income from non-consolidated subsidiarias 0.2 0.2

lncc!)me from associated companies 0.2 0.1

Neti interest income -73.9 -73.1
-73.5 -72.8

Composition of net interest|income

Incpme

Interest and similar income™ 28.9 23.3

Exc‘hange rate gains from financing transactions 2.6 14.2

Exc?hange rate gains from valuations

of qurrency holdings 41.8 9.3

Exchange rate gains from interest-currency swaps 4.4 5.2

Oth}er financial income 0.3 2.5

3 78.0 54.5

Expjenses

Intérest and similar expenses| -86.1 -85.0

Intejrest expenses attributable to|pension provisions -18.3 -17.7

Excpange rate Io.sses due to valuation

of currency holdings ; -29.8 -16.1

Intejrest expenses for developing|provisions -1.8 4.8

Intérest expenses due to financejleasing contracts -2.9 -2.6

Exc[hange rate losses due to finaneing transactions - -13.0 -1.4
-151.9 -127.6

| -73.9 -73.1

Thc% “Interest and similar expenses” is

composed of the following:

Loa“n interest -28.6 -28.0

PreLayment penalty for early payment

of t‘he High Yield Bond™™ -9.1

Interest -26.9 -47.5

Exclhange losses due to finanging contracts -3.3

Exchange rate losses due to valuation

of ihterest—currency swaps -12.9

Intérest expenses for other personnel costs' -1.6 -2.0

Los}ses from the disposa!l of finaAcial assets -1.3

Intqrest relating to non-consolidated subsidiaries -1.2 -7.3 .

Other 1.2 -0.2
-86.1 -85.0
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*) Primarily interest rate swaps
**) See text item 27




12. Income taxes ;

Income taxes

in € million ! 2005 2004
Current tax expense ‘ \ -122.0 -8.8
Deferred taxes expense ‘ f . 96.2 2.5
Income tax in accordance with the income statement -25.8 6.3

Tax reconciliation

Calculation of the effective tax expense

1

|

in € million 2005 2004
Result before income tax } 58.7 6.5
Income tax rate (incl. trade tax) 1 40.4% 40.4%
Expected tax expense ‘ 23.7 2.6
Effects of valuation corrections énd value adjustments
of active deferred taxes | | 4.4 0.9
Effects of divestment of Group c}orhpanies ; -1.8 '
Effects of operating expenditures not eligible for deduction
and tax-free revenues ‘ i 1.1 2.2
Effects of participations accounted for ‘ ‘
with the equity method | 0.9 0.7
Other effects -0.7 -0.1

| 25.8 6.3

Total tax expense

Deferred tax assets and deferred taxi liabilities

are recognized for all temporary differences
between the values reported in the Lcax
balance sheets of the individual cor‘npanies
and the consolidated balance sheet ‘using the
liability method. Based on the good rlesults in

the past and the positive results to Pe
expected, MTU Aero Engines Holdiqg AG
is confident that the future taxable income
of MTU Aero Engines Holding AG an‘d other
subsidiary companies will be suffici:ent for
realization of deferred tax assets. Up to
December 31, 2005, all domestic deferred
taxes were determined by temporarly differ-
ences on the basis of a combined 40.4%
tax rate. In the financial year 2005,1the cor-
porate tax rate was 25% plus the solidarity
surcharge of 5.5% on the corporate‘tax
charge. This results in a effective corporate

|

|

‘ tax rate of 26.4%. The trg

1 to 14 % after corporate tax is

‘ consideration, which meg
rate comes to 40.4%.

The actual tax expense is
the expected tax expense
resulted from application

tax expense was €3.7 m
expected.

Purchase price distributio
purchases made during t
ness year resulted in an 3
tion volume of €63.3 mil
earnings but was not take
for taxation.

on distributed earnings for
Holding AG. In the previous year, actual

de

ns

€
th
of

llig

ns
he
dd
ion
2N |

MTU Aero Engines

tax amounts : !
taken into
the total tax

2.1 million above |
at would have _ Factors that affected the rise of the total tax
the rate for tax rate included interest from purchase finan-
cing in the amount of €37.7 million, which
was added in part when determining income

n higher than tax, as well as €2.9 million in valuation allbw-
ances for tax losses carried forward for
MTU Maintenance Canada Ltd., Canada, and

associated with €1.5 million for those of MTU Aero Engines

North America Inc., USA. !

previous busi-
tional deprecia-
, which lowered
nto account

Text item 29 details the balance sheet items
under which the tax accruals and deferrals
are classified.

|
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\
13. E%rnings per share

Earnings per share

j 2005
Neti profit in € million - 329
Nur“nber of shares pieces 55,000,000
Earlnings per share’) € 0.60
" u%ﬁdnuted result; there is no dilutior] effect ‘
| |
14, Ahditional information relating
to the income statement
|
14.1 Aidjusted reconciliation of EBIT
tﬁ) EBITDA
Adjusted by the effects caused by tI’le pur-
chase price allocations for the agquisition of
the grq‘up companies as well as the 1one~time
special influences of the previous year, the
foIlowing provisional results are produced:
| |
Reconciliation of EBIT to EB;ITDA adjusted
in é million 12/31/2005 12/31/2004
1. EBIT 130.0 81.1
+ Djepreciation of fixed assets 138.3 133.0
2. EBITDA 268.3 2141
- Cénsumption of research provisions -38.1 -98.2
+ Riestructuring costs 2.8 6.7
+ Profit in order backlog 27.0
+ D}irect transaction costs ‘22.6
233.0 172.2

3. EBITDA adjusted




i

14.2. Financial instruments: ‘
Comparison of valuation up.to
December 31, 2005

|
i
|
L

Comparison of valuation up to December 31, 2005 |

|

in € million ; Book va‘lue Reconciliation Fair value

Financizl assets t 526.3 0.6 526.9

Financial liabilities i 1,157.9 | 1,157.9

Derivatives ‘ 329 32.9
|

The book values of the financial insgruments

were matched with their respective fa;ir values.

The fair value of MTU Maintenance “Zhuhai
Co. Ltd., China, was determined with the
discounted cashflow method and cc‘:mpared
to the book value. The shares in oth‘er joint

. ; e
ventures, in associated companies, and

14.3. Personnel expenses

Personnel expenses

other shares correspond to tlhe fair value
(see text item 5.8.2. and 5.8.4.). Other assets
and receivables correspond to the fair value
in accordance with valuation allowarices
and currency translation as well as financial
liabilities. Derivative financial instruments
are assessed at market prices.

in € million w i 2005 2004
Wages and salaries”) “ 1 ' 403.3 408.9
Social security, retirement, and | | ‘
other benefit costs ‘ ! 100.6 101.1
- thereof for pensions: €31.4 million (€28.2 million in prelvious year)

| ! 503.9 | | 510.0

*) Adjusted from previous year by €10.7 million
. |

The employer’s part of social security‘ con-

tribution is €69.2 million (€72.9 million in the

previous year), which is included as expenses.
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14.4. Statement of average number
of employees

Statement of average number of employees

|

2005 2004

Headcount 1
Industrial/commercial staff ‘ :2,982 3],165
Administrative staff ‘ 3,322 3,912
Employees on temporary contracts | 144 180
f |
| 6,448 7,257
Trainees ! 283 286
! I
Students on work experience projects | 167 139
: 6,898 ) 7,682
[
|
[
14.5. Cost of materials '
Cost of materials
in € million ! 2005 2004
Cost of raw materials and supplies 678.0 596.3
Cost of purchased services | 696.6 q14.0
T
L 1,374 1,210.3
14.6. Order backlog
The order backlog consists of firm purchasc;e * Backlog with respect to commercial engine
orders, i.e. orders the company is obliged to sales is recorded at list price and|does not

deliver, and the customers are obliged to ‘
accept and pay for the products or services.
Order backlog is calculated as follows:

* Order backlog includes all orders that ‘
have been made directly to the company“
by a customer or issued by the ultimate
customer of the leading partner of a |
commercial maintenance or made by the’
customer of a military engine consortium.
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reflect concessions. MTU is charged these

by tr;\e lead partner. They are included in
the cost of sales.

A :
For military programs, the customers typi-

cai\y‘;commit 1o purchase a fixed number of

aero|engines at the time the prod‘ucition con-
tract is signed, and the compan

therefore

recolrds as order backlog the entirel contract

value upon signing. As a result, the|military

business order backlog with respect to
purchaée orders is reduced over a long
period of time, reflecting the delivery sche-
dule agreed with the respective customer.

In cdntrast, purchase orders for commer-
cial engines are received from time to time,
and are often concentrated around the
launch of a new engine or during periods
of particularly intense marketing. Spare
parts orders ar often filled in the period
in which the order is received, and there-
fore the order backiog generally does not
include substantial amounts for spare
parts.

Commercial maintenance backlog relates
to purchase orders issued in relation to
engines delivered for servicing. Not in-
cluded in the order backlog are estimated
future orders under non-current service
agreements or “Fly-by-Hour and Power-
by-the-Hour” contracts based on estimated
flight hours for the life of the contract.

As a result, the commercial maintenance
order backlog is relatively low. In addition
to a narrowly defined backlog of orders,
the company displays the expected amount
of engine repairs from the orders for “Fly-
by-Hour and Power-by-the-Hour” contracts
below the fixed contracts, as well as the
volume of contracts that would be expected
1o result.

Once the revenues are recognized, an
equivalent amount is deducted from the
order backlog.



1l. Notes to the Consalidated
Balance Sheet

The following overview displays the changes Detailed explanations can bsT found in
in assets and liabilities positions between the following statements appended to
December 31,.2005, and December ?1, 2004. the respective positions:

Calculation of change in asset and liability positions
(Calculation of change from December 31, 2005, to December 31, 2004) i

in € miilion

Non-current assets !

|
|
|
|
|
|

Intangible assets -26.9
Property, plant, and equipment -30.6
Financial assets | ‘ 1.0
~ Other assets ‘ J -38.9
Deferred tax assets | { -2.3 N 97.7
Current assets ‘ ]
Inventories™) 70.1
Receivables : 23.8
Other assets . -145.0
Cash and cash equivalents ‘ -12.6
Prepayments . -4.4 ~68.1
Change in assets ‘ -165.8
Equity 311.3
Non-currént debt
Provisions -7.6
Financial liabilities -391.4
Other liabilities . ! 85.8
Deferred tax liabilities | | 6.9 4301
Current debt | ! i
Provisions | ; ‘ 52.1
Financial liabilities 1 -222.0
Trade payables | 62.2 »
Other liabilities | 60.7 -47.0
Changes in equity and liabilities : -165.8

*}incl. divestment of ATENA GmbH €4.9 million i
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15.

fixed assets (1)

Movements in consolidated

Movements in consoliJated fixed assets (1) -

Cost

|

in € million

I"rogramme assets
l"-’rogramme-independent te
Customer relations

I:?ights and licenses

Goodwill

chnologies

I:ntangible assets

l‘.and, leasehold rights and
|
i{‘ncluding buildings on non-

Technical equipment, plant
| ‘
cher equipment, operatio

\
Advance payments and cor

buildings

owned land

and machihery

nalland office equipment

nstruction in progress

Ij’roperty, plant, and equi

pment

‘;Shares in subsidiaries

Shares in associated comqanies

Equity participations in joint ventures

?ther shares
Loans to:

-: Joint ventures
-1 Other shares

Other loans

Financial assets

I1=ixed assets




|
I

Cost|

Exchange réte Disposal of : Consolidated
1/1/2005 differences ATENA Additions Transfers disposals 12/31/2005
377.5 : ; 3775
1247 ‘ | 124.7
56.5 ; 56.5
54.6 19 | 0.3 5.6 0.5 0.4 6.9
382.6 07 | 2.4 380.9
995.9 2.6 | 2.7 5.6 0.5 0.4 1,001.5”
311.5 0.1 \ ! 1.0 2.3 314.9
231.0 12| 19.1 9.1 438 255.6 .
: ‘ | :
1217 05 112 23.9 3.7 -2.1 146.5
17.2 0.1 33.9 15.6 35.6
681.4 19 | 1.2 77.9 0.5 6.9 752.6
0.6 ) 0.1 0.1 0.1 0.5
0.4 | 1 04
44.1 } J 2.4 46,5
0.1 : 0.1
f
| ; 0.2 0.2
1.3 : 1.3
0.1 3 ‘? 0.1
46.6 ‘ 0.1 2.7 1.6 47.6
1,723.9 4.5 '4.0 86.2 0.0 8.9 1,801.7
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15. Movements in consolidated

fixed assets (2)

Movements in consoli

dated fixed assets (2) -

Depreciation
!
Jin € million 1/1/2005
jProgramme assets 0.6
}Programme—independent technologies 12.5
bustomer relations 4.7
Rights and licenses 9.5
Goodwill
Intangible assets 27.3
Land, leasehold rights and buildings ,
including buildings on nonowned land 9.3
‘Technicalnequipment, plant and machinery . 58.0
Other equipment, operational and office equipment 37.5
‘Advance payments and cgnstruction
lin progress

‘ 1Property, plant, and equipment - 1048
iShares in subsidiaries
[Shares in associated compariies
lEquity par‘ticipati‘ons in joint ventures
Other shares
Loans to:
|- Joint ventures
- Other shares
Other loans
Financial assets
Fixed assets 132.1




Depreciation

Exchange rate Disposal Gf

Is

Net book values

12/31/2005

differences ATENA Additions Disposa 12/31/2005 12/31/2004
3.9 45 373.0 376.9
124 24.9 99.8 112.2
48 9.5 47.0 51.8
0.4 0.1 14 0.3 209 41.0 45.1
7 - 380.9 382.6
0.4 0.1 325 0.3 59.8 941.7 968.6
0.1 9.4 18.8 296.1 302.2
0.1 624 2.4 118.1 1375 173.0
0.2 04 ?34.0 1.4 69.7 76.8 84.2

| |

j 35.6 17.2
0.4 0.4 105.8 4.0 206.6 546.0 576.6
‘ 0.5 0.6
04 0.4
46.5 441
0.1 0.1
1.3
0.1 0.1
| | ‘ 47.6 46.6
0.8 0.5 . 138.3 -4.3 266.4 1,535.3 1,591.8
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16. Intangible assets

Intangible assets comprise mainly the pro—%
gram assets activated by purchase price ‘
allocation (PPA), and program—independent‘
technologies capitalized as a result of the |
acquisition as well as — primarly technical —
software and the acquired goodwill.

Goodwill represents the amount by which !
the purchase price exceeded the fair vatue’
of net assets of the acquired company at the
time of the acquisition. The goodwill is
spread over cash generating units for the
purpose of the impairment test.

An impairment test has been carried out for
the year under review on the basis of the ‘
segments. There were no indications of any
impairment. Detailed notes to the ana!ysis‘
and determination of the impairment test ‘
are shown under text item 35.3. ’

The increase in intangible assets primarilyi
represents the purchase of software packa-
ges PLM (€1.6 million), Unigraphics NX |
{(€1.0 million), and a patent right (Casing |
Treatment invention €1.1 million). |

The carrying value of MTU Maintenance
Canada Ltd., Canada, was below the comp:a-
rable recoverable amount on the balance .
sheet date. The related impairment of valug
of €2.4 million reduces the intangible assets
proportionately by €0.5 million and is classi-
fied under the “Commercial Maintenance, !
Repair and Overhaul business” market segL
ment (see text item 35). Property, plant, and
equipment make up the remaining amount,
All movements in the item “intangible 1
assets” are stated in the list of assets (text
item 15). ‘ !
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17. Property, plant and equ pmen‘t

Major deitions in 2005 were: four CNC 5A
milling machines (€2.6 million), threlae CNC
milling machines (€1.4 million), twa laser-

drilling units (€1.6 million), one CND laser-
cuttiné‘unit (€0.7 million), one x-ray gonio-

meterJ(€O.7 million), special equiprlﬁent
for GPZOOO (€3.1 million), and TP4PO-D6
(€1.7 ‘million), as well as three lease-pool

engines (€1.5 million) and data Jrclcessing

hardw%re (€4.9 million). In addition, advance
payments of €33.9 million were/made for

units L‘mder construction, which wil| be

!
record‘ed for the corresponding asset group
after completion or start of operation.

The carrying value of MTU Maintenance

Canad‘a Ltd., Canada, was below the compe-
rable r‘ecoverable amount on the balance
sheet reference daté. The related impair-

ment of value of €2.4 million reduces the
prope‘rty, plant and equipment proportiona-
tely by €1.9 million and is classified under
the “dommercial Maintenance, Repair and
Overhaul business” market segment (see

text item 35). Intangible make up the remai-

o
ning amount.

Land e‘md buildings leased from Sjlkan
Gewer‘bepark Nord Hannover-Langenhagen

GmbH‘ & Co. KG, Munich (an enterprise of the
LH! leasing company), have been capitalized
becau’se a bargain purchase optjon has been
grantéd to the company at the end|of the

Ieasin?g period. In addition, the company’s

fixed %ssets also comprise seven leased
engine plants. For these assets,|the compa-
ny is r‘equired to make an additional payment
at the‘ end of the leasing period,|if Fhe dispo-

sal proceeds of the leasing assets fall below
the book value. The liabilities of|all|leasing

assets are recognized at their present value

and amortization is applied every year.

Details to the minimum lease payments of
the lease contracts are as follows:

Minimum lease payments for
finance lease properties ‘

in € million

Total future minimum lease payments

- due within one year
- due between one and five years

- due later than five years

Interest portion of future minimum
lease payments

- due within one year
- due between one and five years

- due later than five years

Present value of future minimum lease payments

- due within one year
- due between one and five years

- due later than five years




12/31/2005 . 12/31/2004
5.8 3.4 |
32.9 26.5 ‘
345 4.2 !
73.2 711 ‘
3.2 15 ,
10.7 5.3 3
6.1 12.4 :
20.0 19.2
2.6 19 ,
22.2 21.2 i
28.4 28.8 ;
53.2 51.9 i

The following net book va
payments collected appli
sheet reference date for

for finance leasing purpo

Net book values/|

lues and lease

ed on the balance
assets capitalized
ses:

b .
ease payments

Net . Collected

book value lease payments
in € million 2005 2005
Land and buildings 28.6 1.8
Technical equipment and machines 17.0 3.1
45.6 : 4.9

A further breakdown of t
and equipment summaris
sheet as well as related 1
the year under review are
movements in consolidat
(text item 15).

18. Financial assets

ne property, plant,
ed in the balance
movements in

2 included in the
edifixed assets

oxe . | . - .
Cornposition of flna?clal assets: Accounting cf financial assets

_in € million 2005 ' 2004

Joint ventures accounted for

with the equity method | 42.3 40.1

Joint ventures

accounted for at cost 4.2 4.0

Other shares .

accounted for at cost 1.1 _ 2.5
47.6 ‘ 46.6

The joint venture accour
equity method refers to
Zhuhai Co. Ltd, Zhuhai,
ventures and other sharg
cost include primarily ng
in non-consolidated subs

teq for with the
MTU Maintenance
China. The joint

25 accounted for at
n-substantial shares
idiaries, non-conso-

" lidated equity participations in associated

companies, as well as non-consolidated
equity participations in joint ventures.
Non-consolidated subsidiaries are minor
companies for the Group. ;
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i
The Group has summarised the following |
shares in the joint ventures and associated!
companies: |

i’ -
Shares in joint ventures and associated companies !
; ‘; Joint Associated Joint Associated
; ventures companies - ventures companies
in € million ‘ : 2005" 2005"") 2004 2004"")
Disclosures to the income statement ‘f ‘
- Income ‘ | 241.4 994.4 185.0 940.2
- Expenses ! -239.8 -993.6 -197.8 - -939.7
| | 1.6 0.8 -12.8 0.5.
Disclosures relating to the balance sheet !
- Non-current assets ‘ 65.9 1.9 60.5 2.5
- Current assets 144.0 21.7 111.9 154.7
: 209.9 213.6 172.4 157.2
Equity 40.3 2.2 35.2 1.8
Non-current debt ‘ 73.4 1.2 59.6 5.1
Current debt 96.2 210.2° 77.6 150.3 '
169.6 211.4 137.2 155.4

*) Disclosed data for MTU Maintenance Zhuhai Co. Ltd., China are for 2005. The other joint-ventu
Ceramic Coating Center $.A.5 and Airfoil Services Sdn. Bhd. ;are for the 2004 business year, as|

' |
**)  Data for 2004 business year, as actuals for 2005 are nat yet available.

***) Disclosed data for MTU Maintenance Zhuhai Co. Ltd., Chinafare for 2004. The other joint-vent]
GmbH, Ceramic Coating Center S.A.S and Airfoil Services Sdn;. Bhd. are for the 2003 business

numbers were updated.

****} Data for 2003 business year, as actuals for 2004 are not ye‘t available.

19. Inventories

Inventories

in € million

|
|
|
|
|

'

12/31,/2005 12

/3:1/2004

. |
Raw materials and supplies ‘ } 233.3 196.3
Work in progress ! 1 2774 2498
' i
Advance payments | 7.5 - 2.0
‘ !
‘ { 518.2 448.1
Inventories are recognized at the lower of | costs |and overheads which can pe allocated
cost or net realizable value. The costs of to production (based on normal joperating
|l
production of unfinished products comprise capac‘ity). Costs of purchase or production
the costs of raw materials and supplies, ‘ do not include any costs of debt capital.

direct personnel expenses, other direct
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Discounts, bonuses, and concessions have

re data for Pratt & Whitney Canada Customer Service Centre Europe GmbH,
the|actuals arz not yet available.

ure data for Pratt & Whitney Canada Customer Service Centre Europe
ear] Where 2004 annual reports were available, the previous year's

been deducted from the costs of purchase.
Advanced payments received are recognized

under liabilities.




20. Receivables and other assets

Receivables
12/31/2005 | 12/31/2004
} Current Non-current Total Current Non-current Total
Due within  Due in more than ‘ Due within Due in more than
in € million lone year one year one year one year
Trade receivables ‘ 269.9 269.9 304.9 304.9
Accounts receivable attributable to |
production and maintenance orders 148.5 148.5 89.7 ) 89.7

418.4 418.4 394.6 : 394.6
!
More details to accounts receivables from

related companies are disclosed in?“Other ‘ The previous year's amount|of €55.9 million
assets” (text item 20). is therefore classified accordingly.

|
\
|
Other assets ‘ v i

| x ‘ -
! ‘ - 12/31/2005 12/31/2004

‘{ Current Non-current Total Current Non-current Total
Due within  Due in more than’ Due within Due in more than
in € million } }one year one year . one year one year
Accounts receivable f \
from related companies i l
- Associated companies ! 1‘ 26.3 26.3 46.1 446.1
- Joint ventures : | o4 04 9.8 : 9.8
Tax refund claims ( ‘ . :
- Taxes on income } 5.4 , '_‘ 5.4 41.3 41.3
. - Other taxes L6 1.6 1.9 1.9
Accounts due from employees ( 1.0 - 1.0 1.1 ‘ 1.1
Accounts due from suppliers ; 1.8 ‘ 1.8 13.6 13.6
Market values of derivatives | ‘
- Forward foreign \ ‘ ‘
exchange transactions , 0.0 77.1 "34.8 1.9
- Interest rate swaps \ ‘ ‘ 0.0 5.2 5.2
Other assets 1 23 15 3.8 2.9 0.4 3.3
\ 58.8 1.5 50.3 203.8 40.4 244.2
(: ‘
More details to accounts receivables from market price for interest rate swaps in the
companies for which an investment relation- amount of €111.9 millicn and €5.2 million ‘
ship exists are disclosed in the ch?pter turned negative with €25.2 million and €7.7 \
“Relationships with related compahies and million during the past business year due to ‘
persons”. The receivables are nett:ed with r‘ the change in the dollar exchange rate and
the liabilities of the respective company. The | are therefore accounted|for under “Other
market prices for hedging contracts and the liabilities” (text item 28)
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|
21. Cash and cash equivalents ‘
J
|

Cash and cash equivalents of €15.9 million
(previous year: €28.5 million) include cash;
in hand, cash at banks, as well as current \
securities which are settled within three |
months of acquisition. ‘

\

|

22. Deferred taxes

Please see text item 29 concerning income
tax assets and liabilities.

\
23. Prepayments ;

The prepayments of €5.2 million (previous
year: €9.6 million) consist primarily of pre-
payments for insurance premiums and rents.

24, Equity

Movements in the Equity of the Group are
set out in the equity capital list.

Capital reserves
A total of €300.0 million accrued to MTU
Aero Engines Holding AG from proceeds of

the placement of the shares on the Frankfurt

Stock Exchange, after the deduction of the
face value of €1.00 per share from the capi-
tal increase of 15 million shares (see
Principles). After deduction of €20.3 million
in direct transaction costs and addition of
the €8.2 million in income tax deductions
from the transaction costs, this money was
placed in capital reserves.
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Match‘ing Stock Program (MSP
in implementing its economic objectives the
Group |has set up a program for its managers
to participate in its share capital |as jpart of a
matchi;ng stock program, which ‘guthorizes
the supscription of “phantom stocks”. On
the date of subscription to the MSP; partici-

pants must have an existing employment
reiatio‘nship with MTU Aero EnginesiHolding
AG or a German company in the MTU Group.

Five trgnches of MTU stock optidns!are allo-
cated by the Group to the participants on

June 6/of each year, from 2005 to 2009.
Each t;ranche of allocated phantam stocks is-
subjec‘t to a vesting period of 2 years and

can be converted to taxable remuneration
upon achievement of average exercise thres-
holds.|This remuneration is to be used to

acquir‘e stocks in MTU Aero Engines Holding
AG. Th‘e purchases are made at the/market

price. ‘The stocks must be held for two years
after the options are exercised.

|

The fajr value of the Phantom stocks is car-

ried a% an expense on a pro rata basis and
simultaneously recorded in the equity {(accu-

| ,

mulatned other equity) up to the options
maturity (strike date). The total expense
which|is to be recorded over the period to
the strike date is calculated from the fair
value \Of the options granted. Changes in

valuat‘ions for non-market-related exercise
thresqolds (such as significant fluctuations
in personnel) are considered in the|assump-

tions [elating to the expected nu mtler of
exerci‘sable phantom stocks. Changes in
market conditions such as movements in

share‘price performance and price volatility,
on the other hand, do not {ead to aldifferent

Lo
fair value.

|
‘
]
|
|

On the balance sheet date, the company
reviews the estimate of the number of
options through to the end of the respective
exercise period for an allocated tranche for
which it is likely that these could be exerci-
sed. The impact of any changes to original
estimates that may have to be taken into
account are taken into account in the
income statement and via a corresponding
adjustment to equity for the remaining
period until they become non-forfeitable.
No more changes to valuation are made
after the strike date (date on which the -
options become non-forfeitable). No changes
in valuation were made up to the balance
sheet date.

Each MSP share acquired from the program
authorizes the holder to subscribe for six
phantom stocks per tranche. There are a
total of five tranches as part of the MSP. As
a rule, MSP shares are not subject to any
restraints on disposal. MSP shares authorize
the holder to participate in dividends and
subscription rights.

The exercise threshold has been reached if
the strike price of the allocated options
(phantom stocks) corresponds to the avera-
ge, non-weighted closing price of the shares
in XETRA trading over the last 60 stock mar-
ket days on the Frankfurt Stock Exchange
prior to the phantom stocks being exercised,
and is above the average non-weighted clo-
sing price of the shares in XETRA trading
over the last 60 stock market days prior to
the allocation of the options plus a basic
premium of 10%. Options reqUire that the
employee work for the company.

A total of 72,671 shares were subscribed
within the MSP. This means that after taking
into account employee fluctuations of 4%
p.a., a maximum of 1,854,774 options (phan-
tom stocks) could be exercised over the
duration of the MSP up to the strike date of
the last tranche on June 6, 2009.




|

1
Disregarding fluctuations, a tota! of 2,180,130
phantom stocks resulted as of the end of
the program on the balance sheet éate,
stemming from the shares acquired by the

program’s participants on June 6, 2005,

The average fair value of a phanton% stock

equals €2.32 and is determined with the
Black-Scholes method. From this, €0.7
million as recognized in income statement
for the period under review. Equityfincreased
by the same amount (see Consolidéted
statement of changes in equity) 3

The assumptions upon which this i; based
include the following: ‘

Program duration assumptions

Stock price change p.a. } 6.5%

Expected volatility 20%

Duration of each tranche . 2 years

Risk-free interest rate ‘

per tranche 21%-3.4%
‘ 4.0 %

Fluctuation rate !

i
Given MTU Aero Engines Holding Aé’s ad-
mission to official listing during the business
year, a peer group of seven listed companies
with similar business models was used to
determine expected volatility. Dividend pay-
ments, however, were not consideréd in deter-
mining the average fair value of a phantom
stock.

Status of granted land exercised phantom stocks as of the balance sheet
reference date at the expected average exercise price:
|

Phantom stocks outstanding at fhe start

of the period under review

Phantom stocks granted
during the period under review

Phantom stocks forfeited
during the period under review
Phantom stocks exercised
during the period under [review

Phantom stocks granted .
during the period under [review

Phantom stocks outstanding -
at the end of the period|under review

Phantom stocks that [could be exercised

at the end of the per{od|under review
Total: )

Phantom
stocks Phantom '
stock in €”)
0
2,180,130 2.32
0
0
0
0
0
2,180,130

*) relates to the expected average fair value of thé tranches still to be exercised during the years 2005 - 2009;
an exercise price does not exist for the employee share option program. The basic price and the exercise price are
determined by the averaTe closing stock price 60 trading days befora allotment or exercise. .

Accumulated other equity
Accumulated other equity represents the

currency translation of financial statements

of foreign subsidiaries, profit participation

rights granted through the MSP, and the

Profit share per

change in the valuation of financial instru-

ments.
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25. Pension provisions i
(Current and non-current)

Pension provisions are established for obli-
gations arising from vested interests and }
current benefits paid to authorised active |
and former employees within the MTU Aerd
Engines Holding AG Group and their sur- ‘
viving dependants. Depending on the legal,
financial, and tax circumstances of the par-
ticular country, there are various systems of
retirement pension plans which, in general,
are based on the length of service and
remuneration of the employees.

A distinction is made between defined con-
tribution plans and defined benefit ptans.
In the case of defined contribution pians, the
company has no further obligations.

In the case of defined benefit plans, the coﬁ-
pany has an obligation to fulfill the commit-
ments made to active and former employees
(defined benefit plans). These benefits are
principally reserved for as provisions in the
consolidated financial statements. In Ger- |,
many, most of the benefit commitments are
applicable for MTU Aero Engines GmbH, ‘
Munich, MTU Maintenance Hannover GmbH,
Langenhagen, as well as MTU Maintenance
Berlin-Brandenburg GmbH, Ludwigsfelde.
These commitments are reserved for by way
of allocations to provisions. There are also
benefits financed by employees (retirement
and benefit capital as well as pension capital
accumulation account).

110

The estimated pension obligation (defined
benefit obligation) has been calclilated using
actuarial methods based on a number of
assumptions. 1AS 19 is used for valuation
purposes. Apart from life expectancy
assumptions, the following assumpt‘ions
were made:

Additional assumptions

Discount rate
Salary level trend

Pension level trend

Future salary trends growth includes expec-
ted future salary increases, which are
estimated every year on the basis of various
factors, including inflation and length of

service with the company.

Actuarial profits and losses may oceur for
valuation of benefit obligations, which are
caused by such things as changes in calcula-
tion parameters or changes in estimates
with regard to risk developments of pension
obligations. Accrued actuarial prpfits and
losses that do not exceed 10% of the cash
value of the obligations are not accounted
for. Actuarial losses that lie outs|de|the 10%
bandwidth of the scope of obligations for

defined benefit pension plans are distributed -

from the following year over the [average

12/31/2005

12/31/2004
4.25% 4.75%
2,50% 2.50%
1.75% 1.75%

remaining lifetime of the staff. As of Decem-
ber 31, 2005, there were accrued actuarial
losses of €64.3 million (previous year:
€27.0 million).

The current underfunding in Germany is
primarily a result of capital-induced changes
in the discounting factor. Due to significantly
reduced net yields from investments, pen-
sion, anniversary, and partial retirement
obligations up to December 31, 2005, were

~ discounted by 4.25%. The following financing

status of the pension benefits was produced
using the basis for calculation in accord-
ance with (AS 19:

Reconciliation of cash values as of the balance sheet date

in € million ‘ 12/31/2005 12/31/2004

Projected benefit obligations|of benefit

commitments (Defined benefit gbligations) 442.1 385.9

Adjustment based on actuariai

profits (+) and losses (-) -64.3 -27.0
. Total as of December, 31 377.8 358.9




The financial developments of the pénsion
provisions can be derived as follows: -

Movements in totals

in € million : 12/31/2005 12/31/2004

Total as of January 1 j 358.9 ’ 343.0

Disposal of ATENA Engineering émbH -0.5 : 0.0

Expenses from pension obligatic;ns 334 .| - 27.6

Pension payments i ‘ -14.0 1.7

Total as of December 31 | 377.8 358.9

thereof due in within :

one year (current) ‘ 16.3 14.2

thereof due in more i

than one year (non-current) | 362.5 344.7
‘ 377.8 358.9

Pension obligations for the MTU Group of ‘
€33.4 million (previous year: €27.6 million) 'system, composed of the following
result from the defined benefit pension components:

Expenses from pension obligations

in € million ‘ 12/31/2005 12/31/2004

Expenses for the pension claims earned
in the year under review \ 16.1 . 9.9
Expenses from compounded interest
of pension obligations i 18.3 17.7
334 27.6
The expenses attributable to compounded whereas expenses attributable to pension ob-
interest for pension obligations are recognized ligations in the year under review are included

with financial result in the income statement, with the costs of the affected function areas.

26. Other provisions
(Current and non-current)

Other provisions fall primarily ut"ader the

following:

Other provisions

12/31/2005 12/31/2004

Current Non-current Total Current Non-current Total
Due within Due in more than Due within - Due in more than
in € million one year one year one year one year
I

Tax obligations | 41.3 41.3 9.7 9.7
Personne! and social obligations 56.7 12.4 69.1 48.7 15.5 64.2
Obligations due to potential
losses and warranties 10.9 18.9 29.8 10.8 20.3 : 31.1
Other obligations ; 98.3 : 98.3 87.0 20.9 107.9

' ‘ 207.2 3.3 | ) 238.5 156.2 56.7 212.9

I
\
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|
|
\
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Movements in current provision
less than one year) are as follow

Current provisions 2005

s (due in

t Balance
in € million | 1/1/2005
Tax obligations 1 9.7
Personnel and social obligati )ns{ 48.7
Obligations due to potential Iassjes and warranties 10.8
" Other obligations 87.0
- 156.2

Provisions of €3.8 million (previ
€5.0 million) for partial retireme
special payments of €34.4 milli
year: €28.7 million) are contain
personnel and social obligations.

Other obligations primarily conc
million {(previous year: €35.6 m
visions for follow-up costs that mostly pertain
to the EJ200 program, sales ded

Current provisions 2004

ous year:
ntiand

on '(previous
ed in the

ern €48.3
llion) in pro-

uctions of

€27.9 million (previous year: €10.2 million),
as well as €15.8 million (previous year:
€31.2 million) in development costs for the
GP7000 program.

Management considers that the provisions
are sufficient to cover the actual obligations
based on historical experience.

. Bafance
in € million 1/1/2004
Tax obligations 1.1
Personnel and social obligations 26.9
Obligations due to potential losses and warranties 10.1
Other obligations 138.4
' 176.5




Exchange Disposal of ! ' Balance
rate differences ATENA ' Consumption Dissolution Allocations Transfers 12/31,/2005
| -8.9 -0.5 41.0 41.3
0.2 -2.6 -33.4 . -1.6 45.4 56.7
0.4 -0.5 ‘ -3.1 3.3  10.9
. 0.1 » 0.5 ; -63.3 1.1 55.9 20.2 98.3
0.7 -3.6 | -108.7 3.2 145.6 20.2 207.2
Exchange Disposal of 1 Balance
rate differences ATENA Consumption Dissolution Allocations Transfers 12/31/2004
' 02 8.8 9.7
j -3.8 -0.2 258 48.7
0.1 ? 1.9 27 10.8
‘ -67.5 -0.2 20.2 -3.9 87.0
-0.1 0.0 -73.4 -0.4 57.5 -3.9

- 156.2
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Non-current provisions 2005

Movements in non-current provisions (due
in more than one year) are as follows:

i Balance ) ~ Balance

in € million 1/1/2005 Consumption  Digsolution  Allocations Transfers 12/31/2005
Personnel and social obligations 15.5 -3.0 -015 0.4 12.4
Obligations due to potential losses 20.3 -1.7 0.3 . 18.9
Other obligations 20.9 -20.9 0.0
56.7 -4.7 015 0.7 -20.9 31.3

The provisions for other obligations relate to.

development costs for the program GP7000

‘ for the year 2006.

‘ Management considers that the provisions
are sufficient to cover the actual obligations
based on historical experience.

Obligations due to potential losses relate to
risks in the backlog of orders for contracts
in commercial meintenance, repair and
overhaul business.
Non-current provisions 2004
Balance ) Balance
in € million 1/1/2004 Consumption . Dissolution Allocations Transfers 12/31/2004
Personnel and social obligations 18.0 -2.8 0.3 15.5
Obligations due to potential losses 17.2 3.1 20.3
Other obligations 52.7 -31.8 20.9
87.9 -34.6 0.0 34 0.0 56.7
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27. Financial liabilities ‘
{(Current and non-current)

All interest-bearing obligations of MTU Aero

Engines Holding AG existing at the relevant

balance sheet date are recognized uﬁder

financial liabilities. They are composéd of the

following: ‘

Financial liabilities 2005 (Current and non-current)

r

Non-current

i Curyent
f 1 Due in more than
Due in less one year and less Due in more Total
in € million : than one |year than five years than five years 12/31/20Q5
Bonds |
High Yield Bond ! 165.0 165.0
Interest liability High Yield Bond 3.4 3.4
Liabilities due to banks ‘
Revolving Credit Facility ‘ 17.0 17.0
Accounts due to related companies g.3 0.3
Other financial liabilities
Finance leasing liabilities 1 2.6 22.2 ' 28.4 53.2
Loan from the province of British Columbia
to MTU Maintenance Canada 14.2 14.2
23.3 36.4 193.4 253.1

In addition to the financial liabilities, an addi-
tional overdraft facility of €250.0 r‘nillion is
granted to the company. Of this a c‘Jredit line
of more than €130.0 million has been agreed
with the consortium of banks. Bilat}eral credit
agreements (ancillary facilities) have been
reached with three banks for the re}maining

€120.0 million. i

|
Of the €250.0 million overdraft fagility,
€17.0 million have been utilized through
current account overdrafts and €22.3 mil-
lion are bank guarantees drawn for the
benefit of a third party.
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1. R

Financial liabilities 2004 (Currenf and non-current)

Non-Current

‘[ Current

J\ Due in more than

‘ ‘Due in fess one year and less Due in more Total
in € million \ than one year than five years than five years 12/31/2004
Bonds i ‘ : ‘
High Yield Bond 275.0 275.0
Interest liability High Yield Bond ; 5.7 5.7
Liabilities due to banks i
Senior Facility Agreement ‘ 174.2 174.2:
Accounts due to related companies ‘ 63.5 98.9 162.4
Other financial liabilities
Vendor loan 185.5° 185.5
Finance leasing lfabilities 5 1.9 21.2 28.8 51.9
Lean from the province of British Colun;nbia
to MTU Maintenance Canada. 8.1 3.7 1.8

) 245.3 128.2 493.0 866.5
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28. Other liabilities
(Current and non-current)

i

Other liabilities 2005

|

Current Non-current

Due in more than

j Due in less one year and less  Due in more Total
in € million | than ope jyear than five years than five years 12/31/2005
Advance payments from cust{:mer 317.3 . 13.7 431.0
Accounts due to related companies
Non-consolidated subsidiaries | 4.9 a9
Associated companies, joint vthures :
and other investments ‘ ‘56.7 56.7 )
Taxes payable : 4.9 4.9
Social security ‘ 10.8 10.8
Employees : 43.1 7.1 50.2
Market price of derivative financial instruments |
Forward foreign exchange transactions 19.5 ‘ 5.7 25.2
Interest rate swaps 7.7 7.7
Other liabilities 4.3 7.2 ) 2.6 241
1
471.5 141.4 2.6 615.5

Employee liabilities relate to vacation, flexi-
time credits as well as obligations arising
from pre-retirement part-time work. The

Other liabilities 2004

market value of €-25.2 million for forward

for-eign exchange contracts

value of €-7.7 million in int

were valued positively in the previous year’s (text item 20) for the previous year.

l

and the market US price, at €111.9 million and €5.2 million,
rest rate swaps and are therefore included in “Other assets”

Current Non-current
Due in more than ‘
Due in less one year and less Due in more Total
in € million ‘ than.one year than five years than five years 12/31/2004
Advance payments from customer 267.9 ‘ 42.9 310.8
~ Accounts due to related compapies»

Non-consolidated subsidiaries 5.; . 5.7
Associated companies, joint ventyres and other investments 56.4 56.6
Taxes payable 15.C 15.0
Social security ,‘ 10.8 10.8
Employees w 44.7 7.7 524
Other liabilities | .1 5.4 2.2 17.7

j 410.8 56.0 2.2 | 469.0
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29. Income tax obligatior

| " Income tax obligations 2

13

Due in more Total
in € million than one year 12/31/2005
Deferred tax liabilities 250.8 250.8
250.8 250.8
Income tax obligations 200
Due in more Total
in € million than one year 12/31/2004
| Deferred tax liabilities 367.7 367.7
367.7 367.7
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|
|
|
i
i
H

Composition of deferred taxes

Deferred tax assets

Deferred tax liabilities

in € million 2005 2004 2005 2004
Intangible assets ‘ 211.9 220.1
Property, plant, and equipment 1 0.1 134.4 152.7
Financial assets 1 1.0 0.8 ‘
Inventories | 2.|9 7.9 22.4 32.7
Receivables and other assets 1.3 8.7 1.8
Provisions 03.8 89.0 0.5 13.3
Market values of derivatives ' |
- Forward foreign exchange transactions

not recognized in the income statement 37.0
- Forward foreign exchange tran%actions 10.2 8.2
Liabilities ‘ 19.4 215 1.8 13.7
Losses carried forward 1.’6 3.5
Offsetting of assets against liabilities A - 28.{9 -121.8 -128.9 -121.8

0.0 2.3 250.8 3677

Batances are stated for tax claims and oblige-
tions with regard to the same fiscal authorities.
Please see text item 12 for details o‘r‘\ related

current and deferred income
as well as tax reconciliation
actual tax expense.

tax obligations
f expected to an
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IV, Other Disclosures

30. Contingent liabilities|and

|
|
|
| other financial obligations

30.1. Contingent liabilities

€150.6 million (previous year: €1 38.!4 million).  duced by the provisions set aside to cover

\
|
|
|
§ The company has contingent liatilities of of liability, whereas the net amount is re-
\
1 The gross figure represents the total amount the liability.

i

Contingent liabilities 2005

12/31/2005 12/31/2005
in € million Provisions Gross Net
. Liability due to risk and revenue
contract conditions ‘
GE | 0.3 275 272
IAE ‘ 1.9 39.7 37.8
PWA 0.2 20.7 20.5
’ 2.4 87.9 85.5
Il. Guarantees issued for )
_non-consolidated subsidiaries o 0.5 65.6 65.1
2.9 153.5 150.6
~ Contingent liabilities 2004
‘ 12/31/2004 12/31/2004
in € million ’ Provisions Gross Net
. Liability due to risk and revenue
contract conditions
GE 0.4 31.9 315
IAE 1.6 34.2 32.6
PWA ' 01 162 16.1
2.1 82.3 - 80.2
1 Il. Guarantees issued for
| non-consolidated subsidiaries 0.4 58.6 58.2
j 2.5 140.9 138.4

|
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30.2. Other financial obligations:

30.2.1. Obligations arising from 6perating
lease arrangements

Apart from liabilities, provisions ané contin-
gent liabilities, the company has additional
other financial obligations, as a result of
rental and lease contracts for buildings,
machines, tools, office, and other equipment.
The contracts have terms of one t018 years
and in certain cases contain extension and
purchase options as well as price adjust-
ment clauses. Within the frameworl‘< of rental
and lease agreements, payments of €9.4
million (previous year: €6.3 million) were
expensed.

The sum of future minimum lease payments
attributable to lease agreements which can-
not be terminated and the operatingl lease
arrangements are as follows ‘(basedl on matu-
rities): ’

Payment obligations from operating lease relationships

_-all the Group’s assets are

30.2.2. Pledged securijies

For lease obligations the|company has-
pledged securities emounting to €2.5 million

Hannover.

30.2.3. Transfer by way of]

mortgage.

As part of the acquisitiorn

‘to Nord/LB Norddeutsche Landesbank,

security/

and in connection

with the purchase price financing, substantially

se

]cured and all

receivables were assigned. The real estate of

the Group serves as security

to the asisociated

mortgages. The securities were released due

to the repayment of this

financing in March

2005. The cancellation of the iand charge

was entered in the land regi
2005.

30.2.4. Order obligations

The other financial obligatio
from the order obligation| fo

ster in june

ns resulting
r investments

and for maintenance contracts and general
operating expenses are within a normal

level.

12/31/2004

in € million 3 12/31/2005

Nominal total of future minimum leasing and rental

payments from operating Ieasi:ng arrangements ‘

Due in less than one year w 8.2 8.3
!

Due in more than one and less t;han five years 16.0 19.6

Due in more than five years | 2.1 6.3
| 26.3 34.2
|

Lower liabilities in comparison to the pre-
vious year are attributed to the divestment
of ATENA Engineering GmbH. !

~30.3. Default risk

Irrespective of existing security, the amount
stated for financial assets specifies the
maximum default risk for the case in which
a customer, risk- and revenue partner,
syndicate, etc. are not able to meet their
contractual payment obligations. For all
service arrangements underlying the original
financia! instruments, securities are required,
credit rating information are obtained or
historical data from the existing business
relationship, and in particular payment pat-
terns, are used tc avoid payment defaults.

in order to minimize the default risk depend-
ing on the nature and.type of the particular
service provided.

If default risks are evident for the individual
financial assets, these risks are recorded by
way of impairments. In the case of deriva-
tive financial instruments, the Group is
also exposed to a credit risk which arises
as a result of contract partners not fulfiliing

" contractual agreements. This credit risk is

diminished by ensuring that business is con-
ducted only with partners with a first-class
rating. For this reason, the general credit
risk resulting from the derivative financial
instruments used is not considered to be
significant. There are no indications of any
concentration of default risks arising from
business relations, individual debtors, or
groups of debtors.
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31. Notes to the consolidated |
Cashflow Statement ‘
|
The statements detail how the liguid assets
of the company have changed during the ‘
year under review. According to IAS 7 i
(Cashflow Statements), a distinction is made
between cashflows from current operations,
cashflows from investing, and cashflows }
from financing activities (see consolidated |
cashflow statement). \
\
The cash and cash equivalents in the cash-!
flow statement comprise all liquid assets }
stated in the balance sheet, i.e. cash-in-hand,
cheques, credit balances held at banks and
securities, if they are available within three
months. ‘

The cashflows from investing and financin%
activities are established directly on the
basis of payment.

Cashfiow from operating activities is

inferred indirectly on the basis of the con-
solidated net profit. As part of the indirect |
calculation process, the changes to balancé
sheet items taken into consideration in \
connection with the current business activi-
ties are adjusted by currency translation !
effects and changes in the group of consoli-
dated companies. Accordingly, the changeé

in the corresponding balance sheet items 1

cannot be reconciled with the corresponding
figures of the published consolidated !

halance sheet.
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32. Relationships with rela‘lted
companies and persons

Special disclosures are to be provided with
regard to relationships and transactions with
related companies and persons. Related
companies are shown in share ownership
(text item 32.1.2.). The Board of Management,
the Supervisory Board, as well as stock-
holders are considered under the provisions
of IAS 24 (Related party disclosures).

In addition, the disclosure requirement
extends to transactions with associated com-
panies and joint ventures as well as|trans-
actions with persons who exercise signifi--
cant influence on the financial and business
policies of the Group,‘including closle family
members or intermediate companies. A sig-

|
nificant influence on the financia ar;1d

business policy is based on a shareholding
of 20% or more, a seat on the mana‘ging
board or Supervisory Board at a Grc%up
company or another key position jn man-

agement.

MTU Aero Engines Holding AG is impacted
by the disclosure requirement of IAS 24 for
the 2005 business year with regard to the
business relationships of the subsidiaries,
associated companies, joint ventures, and
members of the Board of Management and
Supervisory Board.

32.1. Related companies

Business transactions between companies
within the Group were eliminated in the
course of consolidation and are therefore
no longer included in these appended
disclosures.

32.1.1. Business with related companies

During the course of the business year,
companies within the Group conducted busi-
ness amongst themselves. The following
business transactions were carried out with
the non-consolidated related companies

" below:



Accounts due from related companies

'
i
|
i
|
|
|

‘Outstanding balances

Value of business transactions

Receivables Revenues/income/sales Expenses/purchases
in € million 12/31/2005 12/31/2004 2005 2004 2005 2004
Current accounts receivable | '
| .
Eurojet Turbo GmbH, Munich ) | 13.0 19.2 200.2 202.9 -0.7 -0.1
MTU Turbomeca Rolls-Royce GrﬁbH,
Hallbergmoos™ ! 4.5 9.3 32.6 27.4 -0.8 -0.9
Pratt & Whitney Canada Customer Service
Centre Europe GmbH, Ludwigsfelde 4.9 - 207 -77.0
Ceramic Coating Center S.A.S.,.
Paris, France ‘ 0.1 -1.8 -1.2
Turbo Union Ltd., Bristol, Great Britain ™) 8.4 16.9 131.7 137.0 0.0 -0.1
Airfoil Services Sdn. Bhd., Shah ‘Alam, .
Malaysia | 0.4 . 0.4 0.3 0.2 -1.5 -1.2
MTU Maintenance Zhuhai Co. Lt‘d.,
Zhuhai, China i 4.5 6.3 9.8 -12.3 -1.8
EPI Europrop International GmbH,
Munich ™) | 0.4 0.7 2.6 2.5 -5.7 -3.2
| - .
Gesellschaft zur Entsorgung von;
Sondermill in Bayern GmbH, Munich ) 0.1 0.2
: 26.7 55.9 373.8 400.5 -22.9 -85.7

*) Cooperation companies
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Accounts due to related companies

Outstanding balances

Value of business transactions

. Liabilities c‘ enues,/income/sales Expenses/purchases
in € million 12/31/2005 12/31/2004 2005 2004 2005 2004
Non-current liabilities
Blade Lux Holding Two S.a.r.l. : 69.7
Forex Ltd., Great Britain | 29.2
Current liabilities :
Forex Ltd., Great Britain \ 63.3
KKR European Fund L.P. | 0.1 o
KKR Millenium Fund L.P. 0.1 0.1
MTU Aero Engines Beteiligungs- und
Verwaltungs GmbH 0.1
Kohlberg Kravis Robert & Co. L.P., USA | -0.4 -1.0
MTU Maintenance Zhuhai Co. Ltd.,
Zhuhai, China 1.8
Pratt & Whitney Canada Customer Service
Centre Europe GmbH, Ludwigsfelde 3.2 112.3 -103.6
|AE International Aero Engines AG,”) ! ‘
Zurich, Switzerland ‘ 51.7 56.6 257.2 224.6 -283.6 -225.3
MTU Miinchen Unterstiitzungskasse GmbH, v
Munich ‘ 4.8 5.7 -0.3 -0.4
MTU Maintenance do Brasil Ltda., i
Sao Paulo, Brazil 1 0.1 -0.6 ©-0.5
| 61.9 2247 269.5 224.6 -388.5 -227.2

*) Cooperation companies
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Major shareholdings of MTU Aero Engines Holding AG

!
Name and registered office of the company
l. Shares in subsidiaries ‘
MTU Aero Engines Investment dmbH, Munich
MTU Aero ‘Engines GmbH, Munic;:h
MTU Maintenance Berlin-Brandenburg GmbH, Ludwigsfelde
MTU Maintenance Hannover Gm}bH, Langenhagen
MTU Aero Engines North Ameriéa Inc., Rocky Hill, USA
MTU Maintenance Canada Ltd.,;Richmond, Canada
RSZ Beteiligungs- und Verwaltur;gs GmbH, Munich
ATENA ENGINEERING INC. i.L,, THartford, USA .
MTU Versicherungsvermittlungs‘- und Wirtschaftsdienst GmbH, Munich
MTU Miinchen Unterstiitzungskasse GmbH, Munich
Vericor Power Systems LLC,, Atlianta, USA
MTU Maintenance do Brasil Ltda.. Sao Paulo, Brazil
I1. Shares in associated compjanies
Turbo Union Ltd., Bristol, Great :Britain
EUROJET Turbo GmbH, Hallbergmoos
EPI Europrop International Gmij, Munich-
MTU Turbomeca Rolls-Royce anbH, Hallbergmoos
APA Aero Propulsion Alliance GTbH i.L., Munich
H1. Equity participations in joint ventures
Pratt & Whitney Canada Custom}er Service Centre Europe GmbH, Ludw
Airfoil Services Sdn. Bhd,, ShahiAIam, Malaysia
MTU Maintenance Zhuhai Co. LFd., Zhuhai, China

Ceramic Coating Center S.A.S., ‘Paris, France

1) Previous year’s figures; current figure$ not available

2) Profit transfer arising under German GAAP (HGB) from Profit and Loss Pooling.
3) Conversion to year end exchange rate.

4) Conversion to exchange rate per end ?f the month.

Capital stake '
in%

100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
-99.99

39.98
33.00
28.00
33.33
24.80

igsfelde 50.00
50.00
50.00
50.00

Equity in ‘
in € thousands

731,241
720,012
103,960
105,840
841
4,507
13,432
48

26
4,787
14,856
64

166
1,545
252
168
55

18,828
2,100
34,780
714

1/3)

175)
1/5)
1/5)
1/5)

1/3)
3)

)

5) HGB-Value; therefore no IFRS Financial Statements available.
6) Conversion to average yearly exchan;e rate for 2005
7) Conversion to 2005 average quarterly exchange rate for 2005

Results
in € thousands

465
188
130

4,144

273
-1,136

‘2)_
‘2)
2)
‘ )
‘4)

4
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32,2, Related persons

|
No Group company has conducted any busi-
ness which is subject to disclosure require—f
ments with members of the Managing Board
or the Supervisory Board of the company or
with other members of management in key;

positions or with companies in whose
Managing Board or Supervisory Eioa]‘rds
these persons are represented. This is also
applicable for close family members of this
group of persons.

32.2.1. Compensation paid to
the Board of Management and
Supervisory Board

The Board of Management, which until the
end of July consisted of three members, and
the Supervisory Board received the following
compensation, of which €2.8 million was
performance-related:

Compensation
Board of management Supervisory Board
in € million i 2005 2004 2005 2004
Active board members ‘
|
Current payments ‘ 6.4 3.9 0.5 0.4
Payments upon the end |
of the working relationship | 2.0
Provisions allocated for active board members
for the business year ‘ 2.6 0.4
Matching Stock Program 0.2
‘ 9.2 6.3 0.5 0.4
Former board members”) [
Provisions formed for current pensions and
vested rights to future pension payments for
former Management Board members")! 2.4 2.2
‘ 24 2.2
*) Provisions are formed for all obligations ‘
**) No benefits are paid to former board members and their surviving dependents
32.2.2 Members of the Board of Management .
Udo Stark ‘ :
President and CEO of MTU AerojEngines Holding AG Munich
Bernd Kessler
President and CEO Commercial Maintenance of
MTU Aero Engines Holding AG Munich
w Dr. Michael Sii ‘
i Executive Vice President Technology (C0O) of
% MTU Aero Engines Holding AG : Munich
i Reiner Winkler
| Executive Vice President Finang¢e, Human Resources and [T (CFO) of
‘ MTU Aero Engines Holding AG Munich
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32.2.3 Members of the Supervisory Board
, ,

Johannes P. Huth (Chairman)
Managing Director, Kohlberg Kraws Roberts & Co. Ltd.

Giinter Sroka* (Deputy Cha|rman)

Chairman of the Works Council of MTU Aero Engines GmbH, Munich

Harald Flassbeck* ‘
Senior Agent of the IG Metall Administrative Center

Dr.-Ing. Jiirgen M. GeiBlinger (beginning October 4, 2005)
President and CEO of INA-Holding Schaeffler KG

Reinhard Gorenflos {until December 31, 2005)
Managing Director, Kohlberg Kra‘vis Roberts & Co. Ltd.

Ofiver Haarmann (until October 1, 2005)
Funds Manager, Kohlberg Kravns Roberts & Co. Ltd.

Babette Haas*
Head of the Business Admlmstratlon Division,
|G Metall Management Board

Josef Hillreiner* !
Chairman of the Works Council of MTU Aero Engines GmbH

Louis R. Hughes (begmnmg-)anuary 30, 2006)
Chief Executive Officer of GBS L?aboratories, LLC.,,

Michael Keller*
Director of Rotor/Stator & Product|on Service of
MTU Aero Engines GmbH, Munich

|

Prof. Dr. Walter Kréll
Fermer President of Helmholtz-Gemeinschaft
Deutscher Forschungszentren e.V.

Josef Mailer* ‘
Optional member of the Works Council of MTU Aero Engines GmbH

Dr.-Ing. Klaus Steffens !

Former CEQ of MTU Aero Engines

Prof. Dr. Sigmar Wittig
Chairman of the Management Board of
DLR Deutsches Zentrum fiir Luft- und Raumfahrt

* Employees’ representative.

He

}

Lenden

Dachau
Unterhaching
rzogenaurach
London

London

Frankfurt
Ried

{erndon, USA
Aindling

‘Bohn
"Dachau

Bernrjied

Cologne
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33. Fees paid to the audi

tor

Fees paid during the business year were
as follows:
Fees paid to the auditor
in € million 2005
Audit of financial statements 1.0
Other certification or evaluation services 0.5
1.5
34. Notes to the German
Corporate Governance Code -
The “Audit” item includes all expenses The Board of Mariagement and the Super-
paid to auditing company Deloitte & Touche visory Board of MTU Aero Engines Holding
GmbH, Wirtschaftspriifungsgesel|schaft, AG have issued the declaration prescribed
for auditing of financial statements. (Other by Section 161 of the German Stock Cor-
certification and evaluation servi¢ces| concern poration Act (AktG) in the 2005 MTU Group
services relating to the initial public joffering Annual Report, and have also made it per-
(IPO) as well as review of interim|financial manently available to shareholders on the

statements.

web site at www.mtu.de.



V. Segment [nformation

|
|
35. Obligation for segment

reporting |
|

The Group reports on two segment;s:
business segments and geographic‘al seg-
ments. These classifications are based

on internal controls and reporting a‘nd take

the various risk and earning structu‘res of
the business segments into accoun‘t.

35.1, Definition of the market se‘gments
As part of segment reporting, the alctivities
of the company are defined in acco‘rdance
with the rules of |AS 14 {segment reporting)
as business segments (primary reporting
format) and regions (secondary reporting
format).

The activities of MTU Aero Engines Holding
AG are split into the following two segments

* OEM business
e Commercial MRO business

¢ |In the “OEM business segment”, the
company develops, manufactures:,
assembles, and delivers civil and'military
engines and components. ‘

P

* In the “Commercial MRO
ment”, the company main
and overhauls aircraft eng
complete engine repairs,
are completely overhaulec
repairs are carried out/ In
craft engines, the “Comm
ness” Group companies a

business seg-
tains, repairs,
ines. Besides
engine modules
and special

addition to air-
ercial MRO busi-
Iso repair and

overhaul industrial gas|turbines.

Eliminations between the market segments
OEM business and. Commercial MRO busi-
ness, as well as business processes of the
holding companies which cannot be directly
allocated to a market segment, are stated
in the consolidation column of the Group’s
consolidated resu!t of ordinary operations.

The €58.1 million consolidation in the finan-
cial results essentially eliminates profit and
loss transfer amounts between Group com-
panies that are classified under differing
segments, whereas €663.5 million in con-
solidation of segment assets contain,
alongside the losses from the disposal of

- financial assets of the holding companies,

the receivables against related companies
classified into differing segments. In the
reconciliation of €171.6 million in segment
debts, liabilities due to related companies

" have been eliminated.
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35.2. Notes to the segment information

|
35.2.1. Primary business segment \
|

* The segment information is based on the
same accounting and valuation methods,
as the consolidated financial statements
Receivables and liabilities, income and
expenditure as well as results between the
segments are eliminated as part of the
reconciliation process. Internal sales are.
transacted on an arm’s length basis.

The investments are additions to property,
plant and equipment, and intangible

assets which will probably be used for
more than one year. The investments aré
allocated to the registered offices of the-
company to which they belong. ‘

The segment assets and the segment
liabilities of the segments also comprise’
assets and liabilities which have been '
used for generating current business
activities. The assets are allocated to the
registered offices of the company to
which they belong. The segment assets
and the segment liabilities have been
reconciled with the assets and liabilities .
of the company. ‘

The pro rata results relating to joint
ventures do not contain any “pro rata at
equity results” of associated companies.
as these investments are stated at cost
because they are not significant.

130

35.2.2, Secondary reporting segment
(geographical segment)

« With regard to the segment information
according to regions, external salles are
based on the registered offices of the
customers. In line with the method used
for internal control and reporting, the
following regions are defined: Ge‘many,
Europe, North America, South|America,
Africa, Asia, others and equity|capitalized

financial assets.

35.3. Estimates for valuation of recover-
able amounts from the segments
that incorporate goodwill

Valuation comparison

in € million
Book value of the market segment

Cash value of future cashflows
(recoverable amount)

The Group’s business model is exceedingly
long-range. The period between start of
series production to phase-out of an engine
program can often stretch over more than
40 years.

Engines are maintained throughout ttheir
entire lifetimes. For this reason, the cashflow
forecasts used to determine use|value are
initially established over a period of 5 years.
Based on the long-range ongoing business
model, a perpetual annuity with an annual
growth rate of 1.0%, starting from the
last planning year, is included for the follow-
ing time period in the cashflow forecast.

* Sales are allocated on the basis of
the country in which the customer is
domiciled.

The investments are additions to property,
plant and equipment, and intangible assets
which will probably be used for more than
one year. The investments are allocated
to the region where the registered offices
of the companies are situated.

The assets are allocated to the registered
offices of the company to which they
belong. ’

Commercial MRO

OEM
business business
659.5 336.0
1,322.9 575.3

These sustained planning assumptions
are based on many years of experience in
cooperation and risk- and revenue-sharing
partnerships.

Variations in the cashflows and significant
dollar-price fluctuations could influence

the valuation of future cash values (recover-
able amounts).

The planned free cashflows, which contain
no proceeds or expenses from financing
activities or income taxes, are discounted on
the balance sheet date by a 12.4% weighted
average cost of capital (WACC) rate.



36. Information according to business segment

Primary reporting segment 2005
OETM Commercial MRO  Consolidation/ Group
in € million business business reconciliation
Revenues with third parties 14225 726.1 0.0 2,148.6
- Commercial ‘ 9at.1 . 726.1 | 1,657.2
- Military | o d91.4 | 491.4
Revenues with other segment‘s K 2.3 ‘ 6.0 -18.3 0.0
- Commercial 12.3 6.0 -18.3 0.0
- Military : | ‘
Total revenues | 1,434.8 7321 18.3 2,148.6
- Commercial 1 943.4 o 732.1 -18.3 1,657.2
- Military w 491.4 . 0.0 0.0 491.4
Cost of sales i -1,232.2 -652.3 19.7 -1,864.8
Gross profit | N 202.6 79.8 1.4 283.8
Result before financial resuit 1(EBIT) » l)4.4 37.1 -1.5 ‘ 130.0‘
Depreciation and amortization% 1(')3.3 ’ 35.0 ) 138.3 v
Result before financial result after depreciation ‘ ‘
and amortization (EBITDA) ‘ | 1977 72.1 -1.5 268.3
Adjusted result before financilal result after depreciation
and amortization (EBITDA adjtj.lsted) 162.4 . 72.1 -1.5 233.0
Financiql result ‘ -14.6 -0.8 -58.1 -73.5
Result from equity valuation ‘i 2.2 2.2
Internal allocation . 4.3 4.3 » 0.0
Earnings before tax (EBT) 1 75.5 . 42.8 -59.6 ‘ 58.7
Investments in tangible and iﬁtangible assets 61.4 . 22.1 83.5
Segment assets : ‘ 2,484.6 732.2 -663.5 2,553.3
Segment liabilities } i1,801.1 395.5 -171.6 2,025.0
Employees, annual average 1 4,943 ' 1,955 . 6,898
- Industrial /commercial staff ‘ 1,837 ‘ 1,145 . 2,982
- Administrative staff ' 21758 564 3,322
- Employees on temporary contr!acts ; 81 ' X ' 144
- Trainees » ' ‘ 152 ‘ 131 ' 283
- Students on work experience ;%rojects ‘ 15 52 167
\

The “Commercial MRO business” rﬁarket Canada Ltd., Canada, which|influenced.

segment contains €2.4 million in a@orti- annual results for the period under review

zation of intangible assets and depreciation (see text item 6).

of tangible assets for MTU Mainten%mce

\ 131




ajiv v - RPYPCIAIA GTUVUY o 71
|
|

|
|
!
\
i
1
|
i
!
\
|
37. Information according to
business segment 1
Primary reporting segment 2004 : I
i o OEM Commercial MRO  Consolidation/ Group
in € million ‘ business business reconciliation
Revenues with third parties : 1,347.9 570.1 0.0 1,918.0
- Commercial | 852.2 570.1 ’ 1,422.3
- Military 1 495.7 495.7
Revenues with other segments ‘ 27.7 ‘ 5.8 -33.5 0.0
- Commercial 1 27.7 5.8 -33.5 ‘ 0.0
- Military } ‘
Total revenues : 1,375.6 - 5759 -33.5 : 1,918.0
- Commercial ‘ ‘ 879.9 575.9 -33.5 1,422.3
- Military ‘ 4957 | 0.0 } 0.0 495.7
Cost of sales ‘ 41176 | .543.5 335 - -1,627.6
Gross profit | 258.0 | - 324 0.0 290.4
Result before financial result (EBIT) ; 84.9 | | -2.0 ‘ -1.8 81.1
Depreciation and amortization b 99.1 ‘ 33.9 133.0
Result before financial result after dep}reciation and . » _
amortization (EBITDA) ; ‘ 184.0 31.9 C -1.8 21471
Adjusted result before financial result after depreciation ‘ ‘
and amortization (EBITDA adjusted) 131.3 | 42.7 -1.8 172.2
Financial result [ -39.5' N -4.0 -29.3 ) -72.8
Result from equity valuation ‘ -1.8 -1.8
Internal allocation -4.8 4.8 0.0
Earnings before tax (EBT) . 40.6 -3.0 -31.1 6.5
Investments in tangible and intangible assets 53.4 ' 12.5 | 65.9
Segment assets 2,453.1 725.2 . -459.2 : 2,719.1
Segment liabilities 1,877.5 o _ 365.4 259.2 2,502.1
Employees, annual average 5,686 i 1,996 - 7,682
- Industrial /commercial staff 2,005 ‘ " 1,160 . 3,165
- Administrative staff ) ‘ 3,326 ’ 586 3,912
- Employees on temporary contracts | 103 77 . - 180
- Trainees ! 151 135 ‘ ’ 286
- Students on work experience projects; 101 | - ‘ 38 139
132 ;
|
i
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38. Segment information 1
according to region 2005
and 2004 |

Secondary reporting segment 2005

in € million } Revenue Investments Asset
Cermany ‘ 488.6 80.3 2,442.2
Europe 247.6 '
North America 1,145.3 3.2. 68.8
South America 51.0
Africa : 2.5
Asia 1 206.4
Other ‘ 7.2
Financial assets balanced at equity 42.3
‘ 2,148.6 83.5 '~ 2,553.3
/ Secondary reporting segment 2004
in € million | Revenue Investments Asset
Germany 501.4 65.2 2,618.3
Europe ‘ 233.6
North America ! 1986.4 0.7 60.7
South America ; 32.6 ‘
Africa : 7.1
Asia i 148.3
Other | 86
Financial assets balanced at eqhity 40.1
1,918.0 65.9 2,719.1
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Reconciliation of Group net profit

to net profit of MTU Aero Engines ‘
Holding AG {
Unlike the consolidated financial statement
which is based on the IASB's IFRS stan-
dards, the annual financial statements of |
MTU Aero Engines Holding AG are compiled
according to the German Commercial Codé
(HGB). The IFRS regulations are also applie@
in the individual income statements where ‘
it is allowed and reasonable to do so. i
In numerous cases, the accounting and
valuation principles in the annual financial |
statements of MTU Aero Engines Holding AG,
and those of the German subsidiaries whose
results according to the German Commercial

\
Code (HGB) are paid to MTU Aero Engines :

The significant differences perta
amortization of goodwill, the vallati
inventories, receivables and liabili

nt

ties

o the
on of
, provi-

Holding AG, vary from those of the consoli- sions, and the treatment of financial instru-
dated financial statement. i ments.
Reconciliation of distributable net profit
in € million 1 12/31/2005 12/31/2005
Group net profit (IFRS) ‘ ‘ 32.9
Income taxes ‘ 25.8
Group earnings before tax (EBT) 58.7
Elimination of results
from foreign group companies 3.5
+ /- Distinctions within commercial co&e (HGB)
Cost of issue for IPO -20.3
Forex income ‘ 90.2
Amortization of goodwill | -9.8
Merger profit from previous year ‘ 27.9
Other ‘ 10.0 98.0
Earnings before tax of ]
MTU Aero Engines Holding AG (HGB) 1 .160.2
Income taxes ‘ -113.9
Net profit of i
MTU Aero Engines Holding AG (HGB) , 46.3
Loss carried forward ‘ -2.3
Allocation to revenue reserves ‘ _3,'9
Retained earnings of MTU Aero Engines Holding AG (HGB) 40.1
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The annual financial statement of MTU Aero
Engines Holding AG, which was granted

an unqualified audit certificate by Deloitte
und Touche GmbH, Wirtschaftspriifungs-
gesellschaft, Munich, is to-be published in -
the German Federal Gazette and recorded
in the commercizl register of the local court
of Munich (HRB 57 206). This financial
statement may be requested from MTU
Aero Engines Holding AG, 80995 Munich,
Germany.-

Recommendation for disposal

of corporate profits

The annual net profit of MTU Aero Engines
Holding AG amounts to €46.3 million,

as compiled in the annual financial state-
ments in accordance with the German
Commercial-Code (HGB). After offsetting
€2.3 million in losses carried forward from
the previous year and allocating €3.9 million
to revenue reserves, a net profit of €40.1
mitlion remains. At the General Meeting

on May 12, 2006, the Board of Management
and Supervisory Board will recommend
distributing this net profit in a dividend of
€0.73 per individual share certificate for
the 55 million shares entjtled to dividends.

The dividends will be paid out on May 15,.
2006.

Miinchen, den 20. Februar 2006
'Q ¢ / /AN

Udo Stark Bernd Kessler

2t B Qua (S

Dr. Michael SiB Reiner Winkler




Independent Auditors’ Repjort

We have audited the consolidated financial
statements prepared by the MTU Aero
Engines Holding AG, Munich, comprising
income statement, the balance she:et, the
statement of changes in equity, Cashflow
Statement and the notes to the consolidated
financial statements, together with ;the group
management report for the busines;s year
from 1 January to 31 December 2005. The
preparation of the consolidated finéncial
statements and the group managerhent
report in accordance with IFRSs as adopted
by the EU, and the additional requhj'ements
of German commercial law pursuanf to § 315a
Abs. [paragraph] 1 HGB are the responsi-
bility of the parent company’s management.
Our responsibility is to express an opinion
on the consolidated financial statements
and on the group management rep{art based

on our audit. \
i
|

" we plan and perform the

‘Group and expectations

'ent‘ities included in cons

We conducted our audit of the consolidated
financial statements in a¢cordance with -
§ 317 HGB and German generally accepted

ments promuigated by th

- standards for the audit of financial state-

e institut der Wirt-

schaftspriifer [Institute of Public Auditors
in Germany]. Those standards require that

auc:iit such that

misstatements materially| affecting the pre-

sentation of the net asse
and results of operaticns

|
ts, ]financia\l position
in !the consolidated

financial statements in agcordance with
the applicable financial reporting framework

and in the group meanage

ment report are

detected with reasonablg assurance.

Knowledge of the busine

55 activities ard

the economic and legal environment of the

misstatements are taken
in the determination of a
The effectiveness of the
internal control system a

as to possible

into account

Lidit procedures.
accounting-related
nd'the evidence

supporting the disclosures in the consoli-

dated financial statemen

ts and the group '

management report are examined primarily
on a test basis within the framework of

the audit. The audit inclu
annual financial stateme

des assessing the
nts|of those

>lid|ation, the deter-

mination of entities to ba included in con-

solidation, the accountin
principles used and signi
made by management, a
the overall presentation

financial statements and

g alnd consolidation

ficant estimates

| .
s w‘ell as evaluating

of the consnlidated
the group man-

agement report. We believejthat our audit
provides a reasonable bdsis| for our.opinion.

Our audit has not led to any reservations.

in‘'our opinion, based on the findings of our
audit, the consolidated financial statements
of MTU Aero Engines Holding AG, Munich,
comply with |FRSs as adopted by the EU,
the additional requirements of German com-
mercial law pursuant to § 315a Abs. 1 HGB
and give a true and fair view of the net.
assets, financial position and results of
operations of the Group in accordance with
these requirements. The group management
report is consistent with the consolidated
financial statements and as a whole provides
a suitable view of the Group’s position and
suitably presents the opportunities and risks

. of future development.

Munich, 27 February 2006

Deloitte & Touche GmbH
Wirtschaftsprifungsgesellschaft

Dr. Plendl Dr. Reitmayr
Wirtschaftsprifer Wirtschaftspriifer
[German [German

Public Auditor] Public Auditor]
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Aggregated Balance Sheet of
Group Companies 2005
2005
in € million ‘ MTU A E AG Investment MTU-M MTU-H
ASSETS '
Non-current assets ; .
- Intangible assets | 354.4 38.0
- Property, plant, and equipment } ‘ 413.8 88.7
- Financial assets | 731.2 ‘ 720.7 298.7
- Other assets } ‘ 165.0 ' 1.5
- Deferred taxes 0.4 _
1 731.6 885.7 1,568.4 126.7
Current assets ‘ i
- Inventories | 349.8 ' 110.0
- Receivables ' o 2271 149.3
- Other assets ‘ 4.5 : 2241 19.3
- Cash and cash équivalents | 159.2 173.3 _ 143.4 2.7
- Prepayments ! 2.8 o 1.9
| 1637 173.3 ' 947.2 283.2
Balance sheet total 1 895.3 i 1,059.0 . 2,515.6 409.9
!
EQUITY AND LIABILITIES
Equity 3 ‘ .
- Subscribed capital 1 550 | 80.0 15.3
- Capital reserves i 4538 | 731.2 640.7 500
- Accumulated reserves } 73.1
- Other equity ‘ : 0.3 -14.6
- Retained earnings/accumulated loss {-) 57.0 13.9 -32.6
N : 566.1 731.2 720.0 105.8
Non-current debt |
- Pension provisions ‘ 3.4 ‘ 337.1 ' 15.7
- Other provisions i 10.4 20.2
- Financial liabilities 1 0.5 : 165.0 i 165.0 ’ 50.6
- Other liabilities 1 | ‘ 1360 74
- Deferred liabilities { 231.2 10.0
3.9 165.0 879.7 103.9
Current debt j ‘ ‘
- Pension provisions ! 15.0 0.2
- Other provisions | 439 | | 149.5 5.1
- Financial liabilities ; 111.5 162.8 192.8 ‘ 10.5
- Trade payables : ' 206.3 _ 59.3
- Other liabilities ‘ ‘ 169.9 ‘ ‘352.3 1251
‘ , 325.3 162.8 915.9 200.2
Balance sheet total | 895.3 1,059.0- 2,515.6 409.9
i .
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MTU-EB MTU-Can ‘ RSZ Vericor MTU-AENA - Total Consolidation Group
36.3 1.0 7 14.6 944.3 -2.6 941.7
34.4 3.9 i 0.9 4.3 546.0 546.0

6.3 13.4 11,7703 1,722.7 47.6
166.5 165.0 1.5

0.4 0.4
77.0 49 "13.4 15.5 4.3 3,427.5 1,890.7 1,536.8
33.0 3.0 j 14.9 7.5 518.2 518.2
32.8 0.8 5.2 3.2 418.4 418.4
12.8 1.0 0.2 261.9 -203.1 58.8
3.5 5.5 1.7 0.8 490.1 -474.2 15.9
0.2 1 0.1 0.2 5.2 5.2
82.3 10.3 \ 21.9 1.9 1,693.8 -677.3 1,016.5
159.3 15.2 '13.4 37.4 16:2 5,121.3 -2,568.0 2,553.3

i

10.2 18.5 121 0.8. 191.9 -136.9 55.0
60.2 19.5 34.0 1,989.4 -1,535.6 453.8

35.0 -19.9 6.1 0.7 29.3 53.5 -53.5
0.1 | 1.0 0.1 13.3 13.3
1.4 3.0 1.1 6.4 28.6 4.2 32.8
104.0 4.5 13.4 14.9 0.8 2,250.1 -1,721.8 528.3
3.7 2.3 0.2 0.1 362.5 362.5
0.6 0.1 31.3 313
14.2 395.3 -165.5 - 229.8
0.6 144.0 144.0
7.7 0.1 249.0 1.8 250.8
12.6 16.5 0.3 0.2 1,182.1 163.7 1,018.4
0.1 15.3 15.3
6.3 1.5 0.8 1.4 208.5 -1.3 207.2
11.0 2.9 501.5 -478.2 23.3
17.4 1.2 2.9 12.2 289.3 289.3
18.9 0.5 75 0.3 674.5 -203.0 4715
42.7 3.2 22.2 16.8 1,689.1 -682.5 1,006.6
159.3 15.2 . 13.4 37.4 16.2 5,121.3 -2,568.0 2,553.3
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Comprehensive Income Stateme
Group Companies

\
i
|
|

n
2

t for
005

2005

in € million ‘ MTU A E AG Investment MTU-M MTU-H
Revenues 7.7 1,404.0 575.6
Cost of sales ; -1,204.4 -519.8
Gross profit i 7.7, 199.6 55.8
Research and development costs -42.9 -1.9
Selling costs -43.9 -12.0
General administrative expenses 9.5 -0.3 -26.1 -b.4
Other operating income and expenses 27.9 1.2 1.7
Resuit before financial result - 261 -0.3 87.9 38.2
Financial result ‘ 28.8 37.6 -14.0 -3.2
Share of income/ioss of joint ventures‘accounted ‘

for using the equity method

Result from ordinary activities 54.9 373 73.9 35.0
Income taxes ! 3.6 0.1 -10.9 -13.5
Net profit/loss (-) ‘ 58.5 374 63.0 21.5
Transfer of profit/loss ‘ -37.4 -37.5 45.3
Profit/loss (-} carried forward ‘ 15 R -8.8
Retained earnings/accumulated loss (-) 57.0" 13.9 -32.6
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MTU-Can

MTU-BB ;Vericor ATENA MTU;A\ENA Total Consolidation Group
144.0 24.6 23.0 18.3 23.5 2,220.7 -72.1 2,148.6
-128.9 -23.8 -14.4 -14.7 -23.9 -1,929.9 65.1 -1,864.8
15.1 0.8 8.6 3.6 0.4 290.8 -7.0° 283.8
-0.9 -45.7 45.7
-7.7 0.1 -2.4 -1.4 -0.1 -67.4 -67.4
-2.8 -2.8 -3.0 -1.4 -2.5 -53.8 8.4 -45.4
-1.8 0.2 0.1 0.1 29.4 -24.7 4.7
2.8 -1.9 2.5 0.9 -2.9 153.3 -23.3 130.0
3.0 0.1 0.7 -0.6 51.0 -124.5 -73.5
2.2 2.2
5.8 -1.8 1.8 0.9 -3.5 204.3 -145.6 58.7
-1.7 -2.1 0.7 -0.4 -25.6 0.2 -25.8
4.1 -3.9 1.1 0.5 -3.5 178.7 -145.8 32.9
4.3 -124.5 124.5
-1.2 0.9 -0.5 -2.9 -25.6 25.5 -0.1
-1.4 -3.0 1.1 0.0 -6.4 28.6 4.2 32.8
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100,000
Flight Hours




100,000
Flight Hours

. An aircraft engine approaches retirement at
about 100,000 flight hours. At that point the
repair costs usually begin to outweigh the
procurement costs for a new engine. Most
engines are taken out of service, disassem-
bled, and disposed of. Since modern engines
are made of highly valuable materials, such
as nickel, tungsten, or titanium, they are
recycled almost 100%. These materials are
characterized by low weight, high reliability,

The V2500 is one of the best-selling engines in its class.

heat resistance, and durability. That makes
them the materials of choice for aviation.
The parts are melted down to make new,
more modern engines that burn less fuel and
are quieter — engines made by MTU.
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s and Joint Ven

Joint Ventures
of MTU Aero Engines

Airfoil Services Sdn. Bhd.

Ires

Airfoil Services Sdn. Bhd. (ASSB), aljoint

venture with Lufthansa, repairs |

turbine blades and V2500 high-pres
compressor blades. ASSB is based
Alam near Kuala Lumpur, Malaysia.

Ceramic Coating Center SAS.

The Ceramic Coating Center (CCC)

joint venture with Snecma Servic
pany provides turbine blades wit

in the French city of Chételleraul

Pratt & Whitney Canada

Customer Service Centre Europe
tomer
small

Pratt & Whitney engines and serves

The Pratt & Whitney Canada Cus
Service Centre (CSC) maintains

DW-

pressure
sure
n Shah

Sa

2s. The com-
n protective
ceramic coatings. Its headquarter is
It near Paris.

locatec

GmbH

cus-

tomers in Europe, Africa, and the Near and

Middle East. The CSC, a joint ve
MTU Maintenance Berlin-Brande
Pratt & Whitney Canada, is base
Ludwigsfelde near Berlin.

ntu
nbt
d in

re of

rg and

Shareholdings
of MTU Aero Engines

MTU Aero Engines has stakes in the follow-
ing consortiums and program coordination
and management companies:

Eurojet Turbo GmbH

Eurojet Turbo GmbH has been set up by
the four partner companies MTU, Rolls-
Royce, Avio, and ITP and is responsible for
the management of the Eurofighter engine
EJ200. MTU’s share is 33%.

Europrop International GmbH

Europrop International (EPI), formed by ITP,
MTU Aero Engines, Rolls-Royce, and Snecma
Moteurs, is respcnsible for the deveiopment,
production, marketing and support of the
TP400-D6 engine. MTU holds a 28% share
in EPI.

IAE International Aero Engines AG

IAE International Aero Engines is responsible
for the management and marketing of the
V2500 engine. MTU’s stake amounts to
12.5%. Its partners in |AE are Pratt & Whitney,
Rolls-Royce, and JAEC.

MTU Turbomeca Rolis-Royce GmbH

MTU Turbemeca Rolis-Royce GmbH coordi-
nates the development, production and
marketing of the MTR390 helicopter engine.
MTU holds a 33.3% share in this program
coordination and management company.

Turbo-Union Ltdl.

Turbo-Union Ltd. is responsible for the
management of the Tornado’s RB199 engine.
MTU’s share is 40%; partners are Rolls-Royce
and Avio.




Financial and Technical

Altitude Test Facility ;

Altitude test facilities are used to test engines
on the ground under simulated conditions

of flight altitude. Every newly develéped
engine undergoes a series of tests on an alti-
tude test facility before actual flight testing
begins. i

|

I

ASE series i

The ASE series is a family of gas turbines in
the 0.5 to 15 MW power category ihitially
produced by former AlliedSignal. When
AlliedSignal and Honeywell merged, pro-
duction moved to Honeywell and later to
Vericor Power Systems, then a 50/50 joint
venture of Honeywell and MTU Aeré Engines.
When Honeywell exited Vericor, all fights to
the ASE series were transferred to MTU.

Avio
The ltalian engine manufacturer-Avio has its
origins in former FiatAvio, the aircraft engine
division of the Italian Fiat Group.

Cashflow
Cashflow refers to the internal financing
potential .of a company.

CEO )
CEO stands for Chief Executive Officer.

CF34
The main applications for the CF34/engine
are 50-, 70- or 100-seat business jéts and
regional jets. Maintenance for the CF34 is
provided by MTU Maintenance Berl%n-

Brandenburg. |
|

CFé

Glossary

Engines of General Electric’s CF6 family

power medium- and long:haul Airbus and

Boeing aircraft. For the GFé

factures parts of the high
and the compressor. For
has been in service for o
maintenance and spare g
becoming increasingly im

CF6-50
Engine of the CFé family.

CF6-80
Engine of the CF6 family,

CFM56
CFM56 engines power th

standard and new-genera

The CFM56 is the world's b$3st-selling engine

for commercial jetliners.

MTU manu-
-prjessure turbine
this engine, which
eri25 years, the
arts business is
portant.

e twin-jet Airbus

A320 family, the long-hall A340 jet, and the

tion Boeing 737.

MTU concentrates

on maintenance for a number of CFM56

variants.

CFO

CFO stands for Chief Financial Officer.

Clean Demonstrator

Clean (component validator for environ-
mentally friendly aero engine) is a European
technology demonstrator program under the
direction of MTU Aero Engines. Its special
feature: The concept is based on geared fan
technology and includes a heat exchanger.
It affords substantial fuel savings as well as
significant noise reductions.

Combustor
In the cornbustor, the air coming from the
compressor is mixed with fuel and burned.

- This creates extremely high pressures

and very high temperatures of well over
2,000° C. All the hazardous substances
which the engine emits are produced in the
combustor. Therefore, an attempt is made
today to lower the leve! of these hazardous
substances - especially of nitrogen oxides -
by changing the injection and mixing
concepts in the combustor. Because of the
high temperatures, the combustors are
provided with special thermal protection.

Compressor
The compressor consists of several stages of

- bladed compressor disks that rotate at very

high speeds between stationary guide vanes.
Large volumes of air are ingested and com-
pressed greatly before being passed into the
combustor. To achieve the co‘mpression ratio
of over 30:1 of current engines, two different
types of compressors are used: the low-
pressure and the high-pressure compressor.
These compressors are driven at different

. speeds by the associated turbines via con-

centric shafts.
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Control and Monitoring Systems ;
The control system comprises the individual
devices used to monitor the engine and to
controf the fuel supply system, actuation of
guide vanes and nozzles, bleed-air system
and lubrication system, as well as the neces
sary sensors for engine speed, pressure,
and temperature.

Cooperative Model .
Under the Cooperative Model, the mainte-
nance activities for aircraft engines operated
by the German Armed Forces (Bundeswehr
are pooled under the umbrella of industry. |
The Bundeswehr is closely involved in all
procedures, with airmen and MTU personne
working shoulder-to-shoulder.

Corporate Governance }
Corporate governance refers to the rules of
good, value-oriented corporate management.
The principles of corporate governance are|
aimed at promoting trust in the company i
among investors, customers, employees, aer
the general public. ‘

|
D&O Insurance :
D&O insurance covers liability risks resuitir%g
from the execution of professional or of’fici‘al
responsibilities in a company (= director and
officer liability insurance).
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DECMU
The DECMU (digital engine contr

nitoring unit) is an engine subsys
complete digita! control and mon

the engine. Normally, there are t

units for these two functions. In the

they are integrated into one singl

EASA
EASA (Europear Aviation Safety

WO

ol and mo-
temn for the
itoring of

!separate

DECMU,

e unit.

Agency) is

the European approval agency and has the

same approval authority for all E
states as the FAA has in the U.S.

EBIT

Earnings before interest and taxes.

EBITDA

Earnings before interest, taxes, dep

and amortization.

EJ200

The EJ200 engine powers the Eu
and its export version, the Typho
responsible for the development

sure compressors and the electr
unit. The company also manufac
pressure turbine parts, and carri
engine assembly and test runs.

Engine Pool Services

The Engine Pool Services are MT
to the increasing demand for eng
beyond maintenance proper. The
the provision of lease and spare
well as industrial gas turbines.

rofi
on

U's
zine

U member

eciation,

ghter
MTU is

and manu-
facture of the low-pressure and higf

-pres-

onic control
tures high-
es out

response

> services
focus is on
engines as

Equity Ratio

The equity ratio is a parameter for the financing
structure. It indicates the percentage of
equity capital to total capital.

FAA

The Federal Aviation Administration (FAA)
is the U.S. approval agency for all matters
pertaining to aviation.

FAR33 :

FAR is the abbreviation for the FAA’s Federal
Aviation Regulations. Part 33 of the FAR
specifies test standards for engines.

Free Cashflow

Free cashflow is the total of operational
cashfiow and cashflow from investment
activities. It provides funds for retiring debt,
paying dividends, and increasing cash
reserves.

Free Float
Free float refers o the part of capital stock
held by shareholders with a low stockholding.




General Electric ! :
General Electric is a diversified technology,

manufacturing and services company. One of
its businesses is aircraft engines. In this busi-

|
ness, General Electric is the world lpader.

GP7000 .
MTU has a share of 22.5% in the GP7000

engine co-developed by General Eléctric and
Pratt & Whitney. This completely ne‘w family
of engines will be used in long-haul|service.
[t is intended to power the Airbus A380 and
possibly other Airbus and Boeing aircraft as

well.

High-Pressure Compressor
See Compressor.

High-Pressure Turbine
See Turbine.

IAE
{AE stands for |AE Internationa! Aero Engines
AG, Zurich. IAE is the consortium for the
V2500 engine. Partners in this comsortium
are Pratt & Whitney, Rolls-Royce, JAEC, and
MTU Aero Engines.

IFRS |
IFRS is the abbreviation for international fi-
nancial reporting standards, which are based.

|
on Anglo-American balance sheet principles.

) |
Intermediate-Pressure Compressor
See Intermediate-Pressure Turbine.

Intermediate-Pressure Turbine

In addition to the usual high:pressure and
low-pressure turbines, threershaft engines
also feature an intermediate-pressure
turbine. It drives the intermediate-pressure
compressor.
Interturbine Duct :
The interturbine duct connects the high-
pressure turbine to the lcw-iaressure‘ turbine.
This transition area is partic:ularly critical.
Therefore, the interturbine duct must meet

very stringent requirements!

ISIN
ISIN stands for International; Securities
Identification Number. It is a unique world-
wide identification number for securities.

ITP
Industria de Turbo Propulsores (ITP) is Spain’s
only engine manufacturer. ITP is represented
in a number of European|engine programs,
for example the EJ200, the TP400-D6, and
the MTR390 Enhanced.

179
The J79 has been manufactlred by MTU
under license from General Electric since
1970. It was used initially on the Lockheed
F-104 Starfighter and since [1973 has been
powering the McDonnell Douglas F-4 Phan-
tom Il aircraft of the German Armed Forces
(Bundeswehr). Today MTU’s}J79-related
activities concentrate on maintenance.

JAEC
Japanese Aero Engines Corporation (JAEC) is
a joint venture in which Kawasaki, Mitsubishi,
and Ishikawajima Harimg have po‘oled their
engine activities in conjunction with their
participation in IAE, the international V2500
engine consortium,

Joint Venture

A contractual agreement joining two or
more independent companies for the purpose
of executing a particular joint business
undertaking.

JT15D

The JT15D can be used both in the military
and in the commercial sector. For years, the
characteristics of the JT15D have made it
the ideal engine for business jets. The JT15D
is maintained by MTU Maintenance Berlin-
Brandenturg.

LM Series

The LM series refers to General Electric in-
dustrial gas turbines, which are derived from
aircraft engines. Examples are the LM5000
based on the CF6-50 and the LM6000 based
on the CF6-80.

LM2500

The LM2500, an industrial gas turbine manu-
factured by General Electric, derives from
the CFé-6 aircraft engine. It is maintained by
MTU Maintenance Berlin-Brandenburg.
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LM6000 (
For General Electric’s family of LM6000 ‘
industrial gas turbines, which is derived from
the CF6-80 aircraft engine, MTU offers repa:ir
and maintgnance services.

|
| |
Low-Pressure Turbine ‘!
See Turbine, !
MTR390 / MTR390 Enhanced ‘
The MTR390, which was developed by MTu;
in cooperation with Turbomeca and Rolls-
Royce, is the powerplant of the German- .
French support and anti-tank helicopter
Tiger. MTU’s workshare comprises the core
engine with combustor and gas generator |
turbine, as well as a number of accessories.
For the export customer Spain, an uprated
version — the MTR390 Enhanced - is being
developed. ‘

OCCAR
OCCAR (Organisation Conjointe .de Coopéra
tion en Matiére d’Armement) is a European|
procurement agency headquartered in Bon}n,
which, among other things, is responsible for
the procurement of the Tiger helicopter and

|

the A400M military transport.

!
Pratt & Whitney !
The engine manufacturer Pratt & Whitney is
a division of U.S. based United Technologies
Corporation. Next to General Electric, it is
the second big engine manufacturer in the:
country. Pratt & Whitney Canada is part of
the Pratt & Whitney group. K
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Price-Earnings Ratio (PER)
The price-earnings ratio refers to thelrelation-
ship between the price ofa company’s stock
at the end of the accounting term and the

net profit per share for this accounting term.

PT6A
The PT6A is an especially Iightweigh‘t turbo-
prop engine for business jets. Special versions
of the engine power transport and military
aircraft. The PT4A is maintained py MTU

Maintenance Berlin-Brandenburg

PW200
Pratt & Whitney Canada’s PW200 is|an en-
gine for light and medium-weight helicopters.
It is part of MTU Maintenance Berlin-Branden-
burg’s maintenance portfolio.

PW2000
In cooperation with Pratt & Whitney, MTU
has been developing and manufgcturing the
PW2000 since 1979. PW2000 engines are

used in the commercial and miliﬂary‘ area on

medium- and long-hau! aircraft, suclh as the
Boeing 757 and C-17. MTU’s contriblution
to. this engine includes the developrpent of

the low-pressure turbine and the turbine
exhaust casing, as well as the proddjction of
the most important parts of the ow'—pressure
turbine and highly-engineered turbine disks.
MTU Maintenance Hannover offers complete

maintenance for the engine.

PW300
PW300 engines are used on mid-size busi-
ness jets. MTU contributes the development
and production of the complete three-stage
low-pressure turbine, including the turbine
exit case, and conducts test runs.

PW6000 ,

The PW6000Q is being developed in coopera-
tion with Pratt & Whitney. In a first for the
company, MTU is developing and delivering
the entire low-pressure turbine subsystem
and the high-pressure compressor for a
commercial engine. The PW6000:is designed
for use on short-haul aircraft and will power
the Airbus A318. Final assembly of all PW6000
engines will be performed exclusively at MTU
Maintenance Harinover.

Rating

Ratings are standardized credit evaluations
of debt instruments and companies by inde-
pendent, specialized rating agencies. They
are used to assess the future ability of a
company to fulfill its payment obligations
completely and on time and result from the
analysis of quantitative and qualitative
factors.

RB199

The RB199 was developed and produced
jointly with Rolls-Royce and FiatAvio (now:
Avio) for use on the Tornado multi-role
combat aircraft. MTU’s contribution to'this
engine included the intermediate-pressure
and high-pressure compressors, the external
wheelcase, the thrust reverser, and the
bypass casing. Now that production of this
engine has been discontinued, MTU is con-
centrating on maintenance for this engine.




Risk and Revenue Sharing

When an engine manufacturer - for example,
MTU Aero Engines - participates in a pro-
gram as a risk-and-revenue-sharing partner,
it bears all risks of the overall program for
its percentage share — not just for the parts
of its workshare. In compensation, it also
receives the same percentage share of pro-
fits from sales.

Rolls-Royce ‘

Next to General Electric and Pratt & Whitney,
the British company Rolls-Royce is the world’s
third large engine manufacturer.

Snecma Moteurs
Snecma Moteurs — now part of the French
SAFRAN Group - is the French engine
manufacturer. In the commercial area, it
cooperates closely with General Electric; in
the military area, Snecma acts as an OEM,
for example for the M88 engine.

Subsystem
The overall engine is made up of a number
of subsystems. They include the high-pressure
and low-pressure compressors, combustor,
high-préssure and low-pressure turbines,

and the control system.

TP400-D6
The TP400-D6, a military|turboprop engine,
is intended to power the A400M military
transport. MTU is responsible for the inter-
mediate shaft with intermediate-pressure
compressor and turbine and parts of the
control system. Furthermore, final assembly
and testing of all TP400-D6 engines manu-
factured in Europe are being performed
exclusively at MTU Maintenance Berlin-
Brandenburg.

Turbine ]
In the turbine, the energy contained in the
gases emitted from the con"ibustor at high
pressuras and high velocity s converted into
mechanical energy. Like thejcompressor, the
turbine is divided into twp parts: the high-
pressure and low-pressure sections. The tur-
bine is connected directly to the correspon-
ding compressor via the respective shaft.
The turbine has to withstand substantially
higher stresses than the ‘compressor, being
exposed to high gas temperatures and addi-
tionally to extreme centrifugal forces that
tear at the outer rim of the turbine disks with
a force of several tons.

Turbomeca

Turbomeca is a subsidiary of the Snecma
Group, which specializes in helicopter en-
gines. It is a partner in the MTR390 program.

V2500

The V2500, a two-spool turbofan engine for
short- and medium-haul aircraft, is used

on the Airbus A319, A320, and A321 as well
as the Boeing/McDonnell Douglas MD90.

" MTU is responsible for the complete low-

pressure turbine. The.current annual
production rate of this engine type is 250
to 300 units. The maintenance business is
becoming increasingly important for the

V2500.

Working Capital

The working capital is the difference
between current assets (not counting liquid .
assets and securities) and short-term liabili-
ties (not counting bank loans). It is a'para-
meter for monitoring changes in liquidity.
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Contacts

Corporate Communications
Michael Hauger '
Director Corporate Communicati
Telephone: ++ [49] (89) 14 89-91
Fax: ++ [49] (89) 14 89-9.60 66
E-mail: Michael.Hauger@muc.mt

Investor Relations
inka Koljonen
Director Investor Relations

Telephone: ++ [49] (89) 14 89-83 13

Fax: ++ [49] (89) 14 89-9 50 62
E-mail: Inka.Koljonen@muc.mtu.

MTU Aero Engines Holding AG
Dachauer Strafle 665

80995 Munich, Germany
Telephone: ++ [49] (89) 1489 0
Fax: ++[49] (89) 1489 5500
E-mail: info@muc.mtu.de
http:/ /www.mtu.de

ong
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u.de
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The addresses of MTU's subsidiaries, joint
ventures and program coordination and
management companies in Germany and
abroad can be found on the Internet at
http:/ /www.mtu.de.

This Annual Report of MTU Aero Engines
Holding AG is available in printed form in
German and English. We would be happy to
send you copies of the Annual Report.

The report is also available on the Internet
in German and English. :




Financial Calendar 2006

March 23, 2006

May 10, 2006

May 12, 2006
July 27, 2006

September 28, 2006
November 14, 2006

Publica |or+ of the Consolidated Financial Statement 2005
Press copference to present the balance sheet

Telephone conference with analysts and investors on the annual
results for 2005

|ntermed|ate Report as of March 31, 2006
Telephone conference with journalists
Te!epho e conference with analys;g and investors

Shareh ldérs Meeting
IntermeFIate Report as of June 30 2006

Telephone conference with journalists

T .
Telephorre conference with analysts and investors

2006 CTnference of Analysts and Investors

Intermedlate Report as of September 30, 2006

Telephorj‘:e conference with journalists
Telephone conference with analysts and investors
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Overview of Engines

Type (
Commercial Engines |
PWA4000 Growth |
GP7000 | ‘
CF6

PW2000 |
V2500

PW6000 |
JT8D-200

PW300 ‘

PW500

Military Engines
EjJ200

RB199 [

179 ' ,
Larzac04
TP400-D6

Tyne

T64
MTR390 / MTR390 Enhanced

RR250-C20

Description

Two-spool turbofan engine
in the 340 - 440 kN thrust range.

Two-spool turbofan engine
in the 315 - 380 kN thrust range.

Two-spool turkofan engine
in the 180 - 320 kN thrust range.

1]

Two-spool turbofan engine

in the 170 - 190 kN thrust range.

Two-spool turbofan engine
in the 100 - 150 kN thrust range.

Two-spool turbofan engine
in the 98 - 106 kN thrust range

Two-spoo! turbofan engine
in the 90 - 100 kN thrust range,

Two-spool turhofan engine
in the 18 - 30 kN thrust range.

Two-spool turbofan engine
in the 13 - 20 kN thrust renge.

Two-spool turbofan engine with

afterburner in the 90 kN thru§t :Iasfs.

Three-spool turbofan engine with |’

afterburner and thrust reversef
the 70 - 80 kN thrust range.

n

Single-shaft turbojet engine with
burner in the 70 - 80 kN thrust r

Two-spool turbofan engine in
the 14 kN thrust class.

Three-spool engine with a power
output of 8000 kW.

Turboprop engine in the
3955 - 4224 kW power range|

Turboshaft engine with free powe
in the 3000 kW power class.

Turboshaft engine with free powe
in the 950 kW power class.

Turboshaft engine with free powe

in the 310 — 340 kW power range.

after-
ange.

r turbine
r turbine

r turbine

Application

‘Engine for the Boeing 777.

Engine for the Airbus A380.

Engine for the Airbus A300,
A310, and A330, the Boeirg 747
and 767, the DC-10,_ and MD-11.

Engine for the Boeing 757 and

Boeing C-17.

Engine for the Airbus A319,
A320, A321 _and the Boeing MD-90.

Engine for the Airbus A318.

Engine for the
Boeing MDjBO series.

Engine for medium-weight
business and regional jets.

Engine for light and medium-
weight business jets.

Engine for the Eurofighter/
Typhoon 2000.

Engine for the Panavia Tornado

~ Engine for 't‘he F-4 Phantom.

Engine for the Alpha Jet.

Engine for the Airbus A400M.
Engine for the Breguet Atlantic,

Transall C160, und Short Belfast.

Engine for the
Sikorsky CH-53G helicopter.

Engine for the helicopter Tiger.

Engine for the helicopters PAH1,
Bo105, an(_:( others.
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; MTU Aero Engines Holding AG
i Miinchen
\ WKN AQD 9PT
! ISIN DEQOCAODOPTO
Einladung zur ordeljltlichen Hauptversammlung der MTU Aero Engines Holding AG

Wir laden hiermit die Aktiondre unserer Gesellschaft zur ordent

2006, um 10.00 Uhr , im ;Hotel ArabellaSheraton Grand
Miinchen stattfindet. |
Einlass ist ab 09.00 Uhr. j

|

| Tagesor

Vorlage des festgestelltén Jahresabschlusses und Lageb
Aufsichtsrat gebilligten' Konzernabschlusses sowie Konz
fiir das Geschiftsjahr 2005

Diese Unterlagen kénnen von der Einberufung der Hauptver:
eingesehen werden. !
Auf Verlangen wird jedem Aktiondr unverziiglich und k
Unterlagen liegen auch wihrend der Hauptversammlung zus
Beschlussfassung tiber die Verwendung des Bilanzgewin
Vorstand und Aufsichtsrat schlagen vor, den Bilanzgewinn
in Héhe von Euro 40.1 SQ.OOO,— wie folgt zu verwenden:

|

1. Bilanzgewinn

Ausschiittung einer Di{/idende von Euro 0,73 je
dividendenberechtigter Aktie

Einstellung in Gewinnhicklagen

Gewinnvortrag

Die Auszahlung der Dividende erfolgt am 15. Mai 2006.
Beschlussfassung iiber die Entlastung des Vorstands fiir
Vorstand und Aufsichtsrat schlagen vor, den Mitgliedern de
Beschlussfassung iiber die Entlastung des Aufsichtsrats fi
Vorstand und Aufsichtsrat schlagen vor, den Mitgliedern des
Wahl von Antellselgnervertretern zum Aufsichtsrat
Der Aufsichtsrat der Gesellschaft besteht gemilB §§ 96 A
Mitbestimmungsgesetzes vom 04. Mai 1976 und § 7 Abs. 1
aus sechs Aufsichtsratsmitgliedern der Aktiondre und sechs
Die Hauptversammlung ist bei der Wahl der Aktiondrsvertre
5a. Wahl von Herrn Dr -Ing. Jiirgen M. GeiBinger zum
Durch Beschluss des Amtsgerichts Miinchen vom 04,
104 Aktiengesetz an Stelle von Herm Oliver Haarmann,
hat, zum Aufsichtsratsmitglied der Gesellschaft best
Aufsichtsratsmitglied gewihlt werden.
Der Aufsichtsrat schligt daher vor,
Herm Dr.-Ing. Jiirgen M. Geiflinger, Pliderhauser
Vorsitzender der Geschifisleitung
der INA-Holding Schaeffler KG, Herzogenaurach
|

hvund in den Geschifisraumen der MTU Aero Engines Holdi

hen Hauptversammlung ein, die am Freitag, den 12. Mai
otel, Eingang Ballsaal Foyer, Arabellastrafie 6, 81925

lic
H

dnung

eri1chts der MTU Aero Engines Holding AG und des vom
ernlageberichts und Vorlage des Berichts des Aufsichtsrats

;aerlung an im Internet unter der Aclresse http://www.mtu.de/
ing AG, Haupteingang, Dachauer Strafie 665, 80995 Miinchen,
enlos eine Abschrift dieser Unterlagen zugesandt. Diese
nsichtniahme aus.

0s
E
ns

des Geschiftsjahres 2005 der MTU Aero Engines Holding AG

Eu
Eu

iro 40.150.000,--
iro 40.150.000,--

das Geschiiftsjahr 2005

s Vorstands fiir das Geschiftsjahr 2005 Entlastung zu erteilen
ir das Geschiftsjahr 2005

Aufsichtsrats fiir das Ge-schéftsjahr 2005 Entlastung zu erteilen

bs| 1, 101 Abs. 1 Aktiengesetz i.V.m. § 7 Abs. 1" Nr. 1 des
der Satzung der Gesellschaft aus zwolf Mitgliedern, und zwar
Aufsichtsratsmitgliedern der Arbeitnehmer.

ter nicht an Wahlvorschldge gebunden.

Mltghed des Aufsichtsrats

Oktober 2005 ist Herr Dr.-Ing. Jirgen M. GeiBinger geméf §
d?r sein Amt mit Wirkung zum 01. Oktober 2005 niedergelegt
ellt worden. Er soll nun durch die Hauptversammlung zum

1,

o
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fiir die Zeit bis zur Beendigung der Hauptversammlung d'le liber die Entlastung des Aufsichtsrats fiir das Geschéftsjahr
2010 beschlieBt, als Vertreter der Anteilseigner in den Aufsichtsrat zu wihlen. Die Wahl erfolgt dabei nicht flir den
Rest der urspringlichen Amtszeit des Herm Oliver Haarmann, sondern fiir die Zeit bis zur Beendigung der
Hauptversammlung, die iiber die Entlastung des Aufsi chisrats fiir das vierte Geschafisjahr nach Beginn der Amtszeit
beschlief3t, wobei das Geschiftsjahr, in dem die Amtszeitbeginnt, nicht mitgerechnet wird.

Angaben zu Tagesordnungspunkt 5a gemi § 125 Abs. 1 Satz 3 Aktiengesetz ‘

Herr Dr.-Ing. Jirgen M. Geilinger ist Mitglied in den gesetzlich zu bildenden Aufsichtsriten der MTU Aero Engines
GmbH (Konzermmandat) und der MDL Mitteldeutsche Leasing AG. Dartiber hinaus verfiigt Herr Dr.-Ing. Jiirgen M.
GeiBinger iiber folgende Mitgliedschaft in einem| vergleichbaren auslindischen Kontrollgremium eines
Wirtschaftsunternehmens: Non-executive Director bei der Tower Automotive Inc., Novi, Michigan, U.S.A.

gérde

pos:

e

‘8 |

&éi 5b. Wahl von Herrn Louis R. Hughes zum Mitglied des Aufsichtsrats

2-8; Durch Beschluss des Amtsgerichts Miinchen vom 27. Januar 2006 ist Herr Louis R. Hughes gemii‘B § 104 Aktiengesetz
f an Stelle von Herrn Reinhard Gorenflos, der sein Amt mit Wirkung zum 31. Dezember 2005 niedergelegt hat, zum
] Aufsichtsratsmitglied der Gesellschaft bestellt worden. Er soll nun durch die Hauptversammlung zum

Aufsichtsratsmitglied gewihlt werden.

Der Aufsichtsrat schldgt daher vor,
Herm Louis R! Hughes, Winnetka, Illinois, U.S.A|,
Chief Executive Officer
der GBS Laboratories, LLC., Herndon, Virginia, U.S.A., :

fiir die Zeit bis zur Beendigung der Hauptversammlung, die iiber die Entlastung des Aufsichtsrats fiir das Geschéftsjahr

2010 beschlieft, als Vertreter der Anteilseigner in den Aufsichtsrat zu wihlen. Die Wahl erfolgt dabei nicht fiir den

Rest der urspriinglichen Amtszeit des Herm Reinhard |Gorenflos, sondern fiir die Zeit bis zur Beendigung der

D et N

% 'é"'..:‘ i\

S

ung

oy
ngstextin.

e Hauptversammlung, die iiber die Entlastung des Aufsichtsrats flir das vierte Geschéfisjahr nach Beginn der Amtszeit
1o beschliefit, wobei das Geschéfisjahr, in dem die Amtszeit beginnt, nicht mitgerechnet wird.
3 Angaben zu Tagesordnungspunkt Sb gemif3 § 125 Abs. 1 Satz 3 Aktiengesetz

Herr Louis R. Hughes ist Mitglied in dem gesetzlich zu bildenden Aufsichtsrat der MTU Aero Engines GmbH
(Konzernmandat). Dariiber hinaus verfiigt Herr Louis|R| Hughes tiber folgende Mitgliedschaften in vergleichbaren
auslindischen Kontrollgremien eines Wirtschaftsunternehmens: Verwaltungsrat der ABB Ltd., Schweiz; Non-
executive Director der Electrolux AB, Schweden; Non-gxecutive Director der British Telecora plc., Grof3britannien (bis
31.03.06); Non-executive Chairman der Maxager Technology, Inc., U.S.A.; Verwaltungsrat der Sulzer AG, Schweiz.

6. Beschlussfassung iiber die Bestellung des Abschlusspriifers und des Konzernabschlusspriifers fiir das
Geschiftsjahr 2006
Der Aufsichtsrat schldgt vor, die

Deloitte & Touche GmbH
Wirtschaftspriiffungsgesellschaft, Miinchen,
zum Abschlusspriifer und Konzernabschlussprifer fur das Geschiftsjahr 2006 zu bestellen. »

7. Beschlussfassung iiber die Erméchtigung zum Erwerb und zur Verwendung eigener Aktien gemaB § 71 Abs. 1 Nr.
8 Aktiengesetz und zum Ausschluss des Bezugsrechts
Die von der Hauptversammlung am 30. Mai 2005 beschlossene Ermichtigung der Gesellschaft zum Erwerb eigener Aktien
lduft am 29. November 2006 aus. Sie soll durch eine neue Erméchtigung ersetzt werden. Von der bisherigen Erméchtigung
wurde kein Gebrauch gemacht. Vorstand und Aufsichtsrat schlagen daher vor, wie folgt zu beschlieen:

a) Die Gesellschaft wird erméchtigt, fur die Zeit vom 12. Mai 2006 bis einschlieBlich zum 11. November 2007 gemif §
71 Abs. 1 Nr. 8 Aktiengesetz eigene Aktien mit einem anteiligen Betrag am Grundkapital bis zu 10 % des bei der
Beschlussfassung bestehenden Grundkapitals der Gesellschaft zu erwerben. Der Erwerb kann nach Wahl des Vorstandes
uber die Borse oder mittels eines an sdmtliche Aktionire gerichteten 6ffentlichen Kaufangebots erfolgen. Der Gegenwert
fiir den Erwerb dieser Aktien darf den Bérsenkurs um hicht mehr als 10 % iiber- bzw. unterschreiten, wobei etwaige
Erwerbsnebenkosten aufler Ansatz bleiben.
Als mafigeblicher Bérsenkurs im Sinne der vorstehenden|Regelung gilt dabei im Falle eines Erwerbs Uber die Bérse
der Mittelwert der Kurse der Aktie der Gesellschaft [in der Schlussauktion im XETRA-Handel (oder einem
vergleichbaren Nachfolgesystem) wihrend der letzten zehn Bérsenhandelstage vor dem Erwerb der Aktien.

Im Falle eines Erwerbs mittels eines an sdmtliche Aktignire gerichteten 6ffentlichen Kaufangebots gilt der Mittelwert
der Kurse der Aktie der Gesellschaft in der Schlussauktion im XETRA-Handel (oder einem vergleichbaren
Nachfolgesystem) wihrend der letzten zehn Borsenhandelstage vor der Verdffentlichung der Entscheidung zur Abgabe
dieses Angebots als maBgeblicher Bérsenkurs. Im Fall erheblicher Kursschwankungen ist der Vorstand erméchtigt,
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dieses Kaufangebot unter Beriicksichtigung eines neuen M

Satzes neu zu verdffentlichen. Bei Erwerb mittels eines
q

v

kann das Volumen des Angebots begrenzt werden.
iiberschreitet, muss der Erwerb im Verhiltnis der jeweil
angebotene Pakete (bis 100 Stiick) bevorzugt behandel
b)

ittelwertes der Aktienkurse nach MaBgabe des vorstehenden
an samtliche Aktiondre gerichteten ¢ffentlichen Kaufangebots.
sofern die gesamte Annahme des Angebots dieses Volumen
s angebotenen Aktien erfolgen; dabei diirfen kleine zum Erwerb
t werden.

Der Vorstand wird erméchtigt, mit Zustimmung des Aufsichtsrats eine VerduBerung der erwvorbenen eigenen Aktien

. 3 e : . . ! I 3 » I .
in anderer Weise als iiber die Borse oder mittels offenthclhen Angebots an sdmtliche Aktiorire vorzunehmen, soweit
die erworbenen eigénen Aktien im Rahmen des Matching Stock Programms der Gesellschaft an dessen Teilnehmer

verduBert werden, die in einem Arbeits- oder Dien

Untermnehmen stehen oder standen. Soweit eine Veriu

Gesellschaft an Vorstandsmitglieder oder ehemalige

Aufsichtsrat zu dieser nicht iiber die Borse oder mittels

VerduBerung ermiéchtigt. Das Bezugsrecht der Akt
ausgeschlossen.
Dariiber hinaus wird der Vorstand erméchtigt, die
Unternehmenszusammenschliissen oder beim (auch mi

Beteiligungen an Unternehmen ganz oder zum Teil alg

auf die eigenen Aktien der Gesellschaft ist insoweit au
d)
e) Ferner wird der Vorstand erméchtigt, mit Zustimmung
von Wandelschuldverschreibungen, Opti
Gewinnschuldverschreibungen (bzw. Kombinationen ¢
Grund des Hauptversammlungsbeschlusses vom 31. Mz
auf die eigenen Aktien der Gesellschaft ist insoweit au
Die vorstehenden Erméchtigungen kénnen einmal oder
werden. Sie kénnen auch durch Konzernunternehme
Ermichtigung der Gesellschaft zum Erwerb eigener Ak
Ermichtigungen aufgehoben. Der Vorstand hat im
Hauptversammlung tiber die in § 71" Abs. 3 Satz 1 Akt
Bericht des Vorstands zu Tagesordnungspunkt 7 der Ha
8 Aktiengesetz i.V.m. §;186 Abs. 4 Satz 2 Aktiengesetz
Der Beschlu3vorschlag von Vorstand und Aufsichtsrat sieht
der Grundlage von § 71 Abs. 1 Nr. 8 Aktiengesetz vor, di
Monate zum Erwerb eigener Aktien in Héhe von bis zu 10 9
verfligt bereits liber eine‘solche Ermichtigung. Diese in der
30. Mai 2005 beschlossene zeitlich begrenzte Erméchtigung
erweitert werden. !
Bei dem Erwerb eigenef Aktien ist der Grundsatz der Gleil
vorgeschlagene Erwerb der Aktien {iber die Bérse oder durch
Sofern ein 6ffentliches Angebot ilberzeichnet ist, muss der 1
Fiir die WiederveriuBerung erworbener eigener Aktien sieht
Angebot an alle Aktionire vor, wodurch der Grundsatz der ¢
Hauptversammlung kann jedoch in entsprechender Anwend
Verduferung beschlieBen.
Insoweit sieht der Erm4chtigungsbeschluss vor, dass der VI
VerduBerung der erworbenen eigenen Aktien in andersr W
vorzunehmen, wenn die erworbenen eigenen Aktien gegen B
von Aktien der Gesellschaft gleicher Gattung und Aug
unterschreitet. Ein etwaiger Abschlag vom aktuellen Borsenp
in Hohe von bis zu 10% des Borsenpreises fir zuléssig geh:
Mit dieser Erméchtigung wird von der in § 71 Abs. 1 Nr. 8
Satz 4 Aktiengesetz zugelassenen Mdglichkeit zum Bezug
Bezugsrecht bei der WiederverdufBerung eigener Aktien de
Satz 4 Aktiengesetz auszuschlieBen, dient dem Interesse der

Weiterhin wird der; Vorstand erméchtigt, die erworbe
weiteren Hauptversammlungsbeschluss ganz oder teilw

stverhiltnis mit der Gesellschaft oder mit ihr verbundenen
Berung im Rahmen des Matching Stock Programms der
Vorstandsmitglieder der Gesellschaft erfolgen soll, wird der
Offentlichen Angebots an simtliche Aktionire erfolgenden
ondre auf die eigenen Aktien der Gesellschaft ist insoweit

CIW
tte

sorbenen eigenen Aktien der Aktiondre im Rahmen von
baren) Erwerb von Unternehmen, Unternehmensteilen oder
Gegenleistung zu verwenden. Das Eezugsrecht der Aktionére
sgeschlossen.’

nen eigenen Aktien mit Zustimmung des AufSichtsrats ohne
ei‘se einzuziehen.
des Aufsichtsrats die erworbenen eigenen Aktien zur Erfiillung

on:sschuld‘versch:eibungen, Genussscheinen oder
lielser Instrumente) zu verwenden, welche die Gesellschaft auf
21 2003 begibt oder begeben hat. Das Bezugsrecht der Aktionére

|
sgeschlossen.

mehrmals, ganz oder in Teilen, einzeln oder zusammen ausgetibt
n im Sinne des § 17 Aktiengesetz ausgenutzt werden. Die
ctidn vom 30. Mai 2005 wird mit Wirksamwerden dieser neuen
Fhll des Erwerbs eigener Aktien die nichste ordentliche

en&esetz genannten Gegenstidnde zu unterrichten.

\uptversammlung vom 12. Mai 2006 gemiB § 71 Abs. 1 Nr.

in{Ubereinstimmung mit der iiblichen Unternehmenspraxis auf
e Gesellschaft durch die Hauptversammlung fiir hochstens 18
% des derzeitigen Grundkapitals zu erméchtigen. Der Vorstand
Hauptversammlung der MTU Aero Engines Holding AG vom
zum Erwerb eigener Aktien soll verldngert und auf weitere Fille
chljehandlung gemdl § 53a Aktiengesetz zu wahren. Der hier
ein &ffentliches Kaufangebot trigt diesem Grundsatz Rechnung.
rwerb im Verhiltnis der jewetls angsbotenen Aktien erfolgen.
das Gesetz grundsitzlich den Verkauf iiber die Borse oder durch

ichbehandlung gemiB § 53a Aktiengesetz gewahrt wird. Die

Gle
ung von § 186 Abs. 3 unc Abs. 4 Aktiengesetz auch eine andere

tand erméichtigt ist, mit Zustimmung des Aufsichtsrats eine
eise als iiber die Borse oder durch Angebot an alle Aktiondre
arzahlung zu einem Preis verduBert werden, der den Borsenpreis
stattung wum Zeitpunkt der VerduBerung nicht wesentlich
reis wird nach derzeitigem Diskussionsstand in der Fachliteratur
lten.

Aktiengesetz in entsprechender Anwendung des § 186 Abs. 3
srechtsausschluss Gebrauch gemacht. Diese Mdglichkeit, das
r Gesellschaft in entsprechender Anwendiung des § 186 Abs. 3

Gesellschaft. Die Gesellschaft wird dadurch in die Lage versetzt,

OIS

\ - Seite 4 von
"Fir MTU Aero Engines Holding AG ver
: Auftragsnummer: 060
© Copyright by Bundesanzeiger Verlagsge:

7
6ff!em!ichl am 28. Marz 2006.
31?001436

5. mbH. Alle Rechte vorbehalten.




elektronischer

Bundesanzeiger

die sich aus dem Matching Stock Programm der Gesellschaft ergebenden Anspriiche der Arbeit- und Dienstnehmer der
Gesellschaft zu erfiillen. Wegen der Einzelheiten dieses Programms wird auf den Abschnitt ,,Corporate Governance und
Vergiitungsbericht im Geschiftsbericht flir das Geschiftsjahr, 2005 verwiesen.

Insgesamt werden die Vermogens- wie auch die Stimmrechtsinteressen der Aktiondre bei einer Verauflerung der eigenen
Aktien an Dritte unter Ausschluss der Aktiondre vom Bezugs}echt auf der Grundlage von § 71 Abs. I Nr. 8 Aktiengesetz
angemessen gewahrt. Die Erméchtigung beschrinkt sich 1 auf insgesamt hochstens 10 % des im Zeitpunkt der
Beschlussfassung bestehenden Grundkapitals der Gescllschaflt. Auf diese Hochstgrenze sind Aktien sowie Bezugs- oder
Umtauschrechte auf Aktien anzurechnen, die seit dem Zeitpunkt der Erteilung der Erméchtigung auf der Grundlage eines
genehmigten Kapitals gemiB §§ 203 Abs. 2, 186 Abs. 3 Satz 4 Aktiengesetz bzw. auf der Grundlage einer Ermiéchtigung
gemil §§ 221 Abs. 4,i 186 Abs. 3 Satz 4 Aktiengesetz lausgegeben werden. Fiir Aktionfire, die am Erhalt ihrer
Stimmrechtsquote interessiert sind, besteht grundsitzlich die :Méglichkeit, eine entsprechende Anzahl von Aktien an der
Borse hinzu zu erwerben. Vorstand und Aufsichtsrat sind der Auffassung, dass dieser Handlungsrahmen unter
Beriicksichtigung der Strategie der Gesellschaft den Interesser der Gesellschaft dient und auch unter Beniicksichtigung der
Interessen der Aktiondre angemessen ist.

Ferner sieht der Beschluss eine Erméchtigung des Vorstands vor, die erworbenen eigenen Aktien ganz oder zum Teil im
Rahmen von Untemmehmenszusammenschliissen oder beim (auch mittelbaren) Erwerb von Untermehmen,
‘Unternehmensteilen oder Beteiligungen an Unternehmen Dritten als (Teil-) Gegenleistung anzubieten bzw. zu verwenden.
Die Gesellschaft soll in der Lage sein, bei sich bietenden Gelegenheiten gezielte Unter-nehmens- oder Beteiligungserwerbe
im Rahmen ihres satzungsgemé&fBen Unternehmensgegenstandes durchzufiihren. Inhaber von' Unternehmen und
Beteiligungen erwarten, insbesondere im internationalen Rahmen, als Gegenleistung flir die Verduferung des Unternehmens
bzw. der Beteiligung hiufig Aktien der erwerbenden Gesellschaft. Mit der vorgeschlagenen Ermichtigung wird die
Gesellschaft in die Lage versetzt, bei konkreten Akquisitionsvorhaben, bei denen sie mdg;licherweisej im Wettbewerb mit
anderen Interessenten steht, auch etwa vorhandene eigene Aktien als Gegenleistung verwenden zu kénnen und damit unter
Umstédnden auf eine andernfalls erforderliche Erhéhung des Grundkapitals gegen Sacheinlagen verzichten zu kénnen.

Die Gesellschaft soll; ferner erméchtigt werden, eigene Aktien zur Erfilllung von Verpflichtungen aus
Wandelschuldverschreibungen, Optionsschuldverschreibungen, Genussscheinen oder Gewinnschuldverschreibungen (bzw.
Kombinationen dieser Instrumente) zu verwenden, die auf Grund des Erméchtigungsbeschlusses der Hauptversammlung
vom 31. Mai 20035 sowie! von der Hauptversammlung gefasster erginzender Beschliisse ausgegeben wjorden sind und noch
ausgegeben werden. Diese Ermichtigung lizgt schon deswegen im Interesse der Gesellschaft und der Aktiondre, weil sie
der Gesellschaft die Moglichkeit schafft, sofern dies im konkreten Fall sachgerecht ist, die Ausgabe neuer Aktien aus dem
bedingten Kapital und damit eine Kapitalerhthung und Stimmt und Quotenverwisserung der Aktionire zu vermeiden.
Der Preis, zu dem die Aktien in den vorgenannten Fillen ausgegeben werden, hingt vor: den jeweiligen Umstinden des
Einzelfalls und vom Zeitpunkt ab. Der Vorstand wird sich bei der Preisfestsetzung an den Interessen der Gesellschaft
ausrichten. Werden die Aktien zur Bedienung von Wandelschuldverschreibungen, Optionsschuldverschreibungen,
Genussscheinen oder Gewinnschuldverschreibungen (bzw. Kombinationen dieser Instrumente) verwen‘det, so entspricht der
Preis, zu dem die Aktien verkauft werden, -dem jeweiligen Ausiibungspreis fiir die WandelscHuIdverschreibungen,
Optionsschuldverschreibungen, Genussscheinen oder Gewinnschuldverschreibungen (bzw. Kombinationen dieser
Instrumente). ‘ ‘
Auf Grund der vorstehenden Erwédgungen liegt aus Sicht von Vorstand und Aufsichtsrat die vorgeschlagene Erméchtigung
zum Erwerb von eigenen Aktien im Interesse der Aktiondre und kann es im Einzelfall rechtfertigen, das Bezugsrecht der
Aktiondre auszuschlieBen. Vorstand und Aufsichtsrat werden daher in jedem Einzelfall priifen und abwégen, ob die
Gewihrung eigener Aktien unter Ausschluss des Bezugsrechts im {iberwiegenden Interesse der Geselischaft liegt.
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Mitteilungen gemifl § 128 Ajbs. 2 Sitze 6 bis 8 Aktiengesetz

Folgende Kreditinstitute haben die innerhalb von finf Jahren zeitlich letzte Emission von Wertpapieren der Gesellschaft
iibernommen: | ‘

UBS Limited, London |

Deutsche Bank Aktiengeselischaft, Frankfurt am Main
Goldman, Sachs & Co.0HG, Frankfurt am Main
Bayerische Hypo- und Vereinsbank AG, Miinchen
JPMorgan Cazenove Limited, London

Commerzbank Aktiengesellschaft, Frankfurt am Main
BNP Paribas Arbitrage SNC, Paris

Sal. Oppenheim jr. & Cié. Kommanditgesellschaft auf Aktien! Koln

S i S e
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Teilnahme an der Hauptvefsammlung
Anmeldung ‘

Zur Teilnahme an der Hauptversammlung und zur Ausiibung des

Engines Holding AG nur diejenigen Aktionire berechtigt, die im Al
und ihre Aktien so angemeldet haben, dass ihre Anmeldung spétesten
bis Freitag, den 03, Mai 2006, bei der Gesellschaft eingegangen ist.

Aktiondre, die im Aktlenreglster eingetragen sind, kénnen sich entwe
der Anschrift:

MTU Aero Engines Holding AG
c/o Computershare GmbH
Carl-Zeiss-Strasse 6~8 |

85247 Schwabhausen

oder per Telefax unter der Nummer:
++49 7 (0)8138 / 93069980
oder elektronisch unter der Internet-Adresse:

http://www.mtu.de/hv

anmelden. Nihere Hinweise zum Anmeldeverfahren entnehmen Si

Stimmrechts sind gemaf § 15 der Satzung der MTU Aero
ktienregister der Gesellschaft als Aktiondre eingetragen sind
s am siebten Tag vor der Hauptversammlung, also spitestens

der schriftlich bei der MTU Aero Engines Holding AG unter

e bitte den Hinweisen auf dem Anmeldeformular bzw. der

genannten Internetseite. Fiir die elektronische Anmeldung benoug‘en Sie einen individuellen Zugangscode, den Sie mit den

Aktiondrsunterlagen erhalten.

Ist ein Kreditinstitut im Aktlemegister eingetragen, so kann dieses Kri
nur auf Grund einer Erméichtigung des Aktion4rs ausiiben.
Stimmrechtsvertretung

Aktiondre, die im Aktienregister eingetragen sind und nicht persénl
ihr Stimmrecht durch einen Bevollméchtigten, zum Beispiel ein Kr

editinstitut das Stimmrecht fiir Aktien, die ihm nicht gehdren,

ch an der Hauptversammlung teilnehmen méchten, kénnen
editinstitut oder eine Aktiondrsvereinigung, ausiiben lassen.

Auch in diesem Fall ist fiir eine rechtzeitige Anmeldung durch den Aknona oder den Bevollmachtigten Sorge zu tragen. Fiir die

Ubertragung des Stimmrechts auf einen Bevollméichtigten ist die Sc

hnftform erforderlich.

Als besonderen Service bleten wir Thnen an, sich nach Mafgabe Threr Weisungen auch durch Mitarbeiter der Gesellschaft in der

Hauptversammlung vertreten zu lassen. Diesen Stimmrechtsvertrete

n missen zu diesem Zweck eine Vollmacht und Weisungen

fiir die Ausiibung des Stimmrechts erteilt werden. Die Stimmrechtsvlertreter sind verpflichtet, weisungsgemél abzustimmen. Vor
der Hauptversammlung koénnen Vollmacht und Weisungen fiir d1e von der Gesellschaft benannten Stimmrechtsvertreter bis
Donnerstag, den 11. Mat 7006 12.00 Uh, schriftlich, per Telefax odler elektronisch unter der oben genannten Adresse erfolgen.

Bitte beachten Sie, dass die St1mm:echtsvertreter keine Auftrage zu Worimeldungen oder dem Stellen von Fragen oder von

Antrigen entgegennehmen und Verfahrensantrige und unangekund1

Niéhere Einzelheiten und Formulare zur Vollmachts- und Weisung

Zusendung der Einladung zur Hauptversammlung mitteilen.

Antriige, Wahlvorschliige und Anfragen von Aktioniren

Antrige der Aktionére im Sinne von § 126 Aktiengesetz oder Wahlvo
entweder schriftlich an die MTU Aero Engines Holding AG unter d

MTU Aero Engines Holding AG
Abteilung Recht

Dachauer Strafle 665

80995 Miinchen

oder per Telefax unter der Nummer:
Fax: ++49 / (0)89 / 1489-5814
oder elektronisch an folgende E-Mail-Anschrift:

gte Anirdge von Aktiondren nicht unterstiitzen werden.

serteilung werden wir unseren Aktiondren zusammen mit

rschldge im Sinne von § 127 Aktiengesetz sind ausschliefllich
er Anschrift:
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hauptversammlung2006@muc.mtu.de

zu richten. i

Anderweitig adressierte Antrige und Wahlvorschlage werden fiir die Zuginglichmachung nach §§ 126, 127 Aktiengesetz nicht
beriicksichtigt. Bis spitestens zum Freitag, den 28. April 2006, unter; vorstehender Adresse eingehende, zuginglich zu machende
Antrige und Wahlvorschldge von Aktionéren zu den Punkten der Tagsordnung werden einschlief3lich ces Namens des Aktionirs,
einer Begriindung und einer etwaigen Stellungnahme der Verwaltung urverziiglich nach ihrem Eingang unter der Internet-

¥}

T .

?;__gi Adresse:

%g http://www.mtu.de/hv
Tt

i verdffentlicht.

i

ndesanz

Miinchen, im Mirz 2006

0 %
2 wgngﬂum«

MTU Aero Engines Holding AG

' ‘iﬁlﬂ'\

| Der Vorstand

‘ - Seite 7von 7 -
I Flr MTU Aero Engines Holding AG verdffentlicht am 28. Marz 2006.
‘ Auftragsnummer: 060312001436

©® Copyright by Bundesanzeiger Verlagsges. mbH. Alle Rechte vorbehalten.

t




RLCEIVED
==y ‘2' 2 H /\
et "
3 TG L ‘,Q%S\P‘REC ’P%
% f i< ///%9 ElvVEp g
9

Jahresabschiufl und

Lagebericht

zum 31. Dezember 2005

der

MTU Aero Engines

Miinchen

Holding AG




Bilanz zum 31. Dezeniber 2005

in Tausend Euro

An- Stand am Stand am
hang 31.12.2005 31.12.2004
AKTIVA
Anlagevermdgen
Finanzanlagen (1) 731.240 273.530
Umlaufvermdégen
Forderungen ‘ (2) 163.662 36
Zahlungsmittel 3 12 12
163.674 48
894.914 273.578
PASSIVA
Eigenkapital ‘
Gezeichnetes Kapital (3) 55.000 2.210
Kapitalriicklage ! (4) 465.955 203.745
Gewinnricklagen 3.826 0
Bilanzgewinn (Vj. -verlust) 40.150 -2.336
! 564.931 203.619
Riickstellungen :
Rickstellungen fur Pensionen (5) 3.439 0
Ubrige Ruckstellungen (6) 44.640 11
| 48.079 11
Verbindlichkeiten
Ubrige Verbindlichkeiten (7) 281.904 69.948
|
A 894.914 273.578




AVL 4 L ARV g iiiva AU ML 440, Avauuiaivat

Gewinn- und Verlustrechnung fiir das Geschiiftsjahr 2005
in Tausend Euro

An- 2005 2004

hang
Umsatzerlése (8) 7.778 0
Allgemeine Verwaltungskosten (9) -10.128 -265
Sonstige betriebliche Aufwendungen -5 0
Finanzergebnis (10) 154.920 -2.071
Ergebnis der gewdhnlichen
Geschiftstitigkeit 152.565 -2.336
Aulerordentliches Ergebnis (11) 7.608 0
Steuern vom Einkommen und vom Ertrag (12) -113.858 0
Jahresiiberschuss (Vj. - fehlbetrag) (13) 45.312 -2.336
Verlustvortrag ‘ -2.336 0
Einstellung in Gewinnrticklagen -3.826 0
Bilanzgewinn (Vj. Bilanzveriust) (13) 40.150 -2.336
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Grundlagen und Methoden

Der Jahresabschiuss der MTU Aero Engines Holding AG, Mlnchen (vormals: MTU Aero Engines Erste Holding GmbH,

Miinchen) wird nach handelsrechtlichen Rechnungslegungsvorschriften aufges

Die in der Bilanz und in der Gewinn- und Verlustrechnung, die nach dem Un

ellt und in Tausend Euro ausgewiesen.

nsatzkostenverfahren gegliedert ist, zur

Verbesserung der Ubersichtlichkeit zusammengefassten Posten sind im Anhang gesondert aufgefihrt und erlautert.

Die MTU Aero Engines Erste Holding GmbH (HRB 151 251) wurde im Wege der formwechselnden Umwandlung durch

Umwandlungsbeschluss vom 2. Mai 2005 gem3lR den Bestimmungen
Aktiengesellschaft umgewandelt. Die Umwandlung wurde im Handelsregister,
eingetragen. Ebenfalls durch Gesellschafterbeschluss vom 2. Mai 2005 wu
Engines Erste Holding GmbH vor der formwechseinden Umwandlung nach de

des Umwandlungsgesetzes in eine
am 19. Mai 2005 unter HRB 157 206
rde das Stammkapital der MTU Aero
n Vorschriften der Kapitalerhdhung aus

Gesellschaftsmitteln von 2.210 TEuro um 37.790 TEuro auf 40.000 TEuro ethéht. Zu diesem Zweck wurde aus der

Kapitalriicklage der Betrag in Héhe von 37.790 TEuro entnommen und
Geschaftsanteile wurden nicht ausgegeben. Die Kapitalerhéhung wurde mit Ei
2005 wirksam.

In der Hauptversammiung vom 30. Maij 2005 wurde beschlossen, das Grundkz
von 40.000 TEuro um 15.000 TEuro auf 55.000 TEuro durch Ausgabe von
Namen lauten, zu erhéhen. Die neuen, ab Beginn des faufenden Geschéftsjq

in Stammkapital umgewandelt. Neue
ntragung im Handelsregister am 19. Mai

apital der Gesellschaft gegen Bareinlage
15 Mio. neuen Stickaktien, die auf den
hres gewinnberechtigten Aktien wurden

zum Nennbetrag von 1,00 Euro ausgegeben. Die Kapitalerhdhung wurde mit Eintragung im Handelsregister am 3. Juni

2005 wirksam. Zweck der zweiten Kapitalerhhung war die Platzierung der A
Geselischaft. |

Bilanzierung und Bewertung

Die MTU Aero Engines Holding AG, M(:mchen, ist eine grofle Kapitalgesellscha
Die Bilanzierungs- und Bewertungsmet;hoden haben wir im Berichtsjahr unvera
Die Bewertung der Anteile an verbundénen Unternehmen erfolgt zu Anschaffu
Die Forderungen und Zahlungsmittel sind mit dem Nennbetrag angesetzt.

Pensionsrickstellungen werden versiéherungsmathematisch geman 1AS 19
auf Basis der Richttafeln 2005G von Dr. Klaus Heubeck ermittelt.

Die Ubrigen Rickstellungen sind nach den Grundsatzen verninftiger kaufman

Die abrigen Verbindiichkeiten sind mit ihren Ruckzahlungsbetrdgen angesetzt
|

|

tien im Rahmen des Bdrsenganges der

ft geman § 267 Abs. 3 S. 2 HGB.
ndert beibehaiten.

ngskosten.

nischer Beurteilung ermittelt.

mit einem Rechnungszinsfull von 4,25 %

Erliuterungen zur Bilanz der MTU Aero Engines Holding AG

(1) Finanzanlagen

|
MTU Aero Engines investment GmbH, Miinchen
|

*} mit der Gesellschaft besteht éin Gewinnabflhrungsvertrag
|

Antei Eigenkapital Ergebnis
31.12.2005 31.12.2005 2005
% TEuro TEuro
100,00 731.240 0%




(2) Forderungen

31.12.2005 31.12.2004
TEuro TEuro
!
Forderungen gegen verbundene
Unternehmen 159.230 0
Sonstige Vermbgensgegenstinde 4.432 36
Forderungen : 163.662 36

Die Forderungen gegen verbundene Unternehmen betreffen vor allem die Forderungen aufgrund des
Gewinnabflihrungsvertrages mit der MTU Aero Engines Investment GmbH. Sie umfassen die Abfihrung des
Jahresergebnisses und die Steuerumlagen.

(3) Grundkapital

Das Stammkapital der MTU Aero Engines Erste Holding GmbH wurde von 2.210 TEurc durch Umwandlung von
Ricklagen in Hohe von 37.790 TEuro auf 40.000 TEuro erhéht. Nach der Umwandlung in die MTU Aero Engines
Holding AG wurde in der Hauptversammiung vom 30. Mai 2005 beschlossen, [das Grundkapital gegen Bareinlage um
15.000 TEuro auf 55.000 TEuro durch Ausgabe von 15 Mio. neue Stuckaktien, die auf den Namen lauten,

aufzustocken.

(4} Kapitalriicklage
Die Kapitalriicklage gem. § 272 Abs. 2 l“\lr. 4 HGB hat sich im Geschéftsjahr 2005 wie folgt entwickelt:

TEuro

Stand am 01.01.2005 J 203.745
Entnahme aus Kapitalriicklage zur Erhéhung des Stammkapitals -37.790
Kapitalerndhung aufgrund des Emissionserioses durch Aktienplatzierung an de;' Frankfurter
Wertpapierbérse (15 Mio. Stuck; bei einem Ausgabekurs von 21,- Euro, nach Abzug des nach
§ 8 Abs. 3 Satz 2 AktG auf jede Stilickaktie anteilig entfallenden Betrags des Grundkapitals
von 1,- Euro). | 300.000

465.955

Die im Zusammenhang mit dem Bérsengang stehenden Transaktionskosten sind als auferordentlicher Aufwand
ausgewiesen. :




(5) Riickstellungen fiir Pensionen

Die Pensionsriickstellungen sind nach den Grundséatzen von IAS 19 bewertet. Dabei kam ein Zinssatz von 4,25% zum
Ansatz. FUr kinftige Gehaltssteigerungen wurden 2,5%, fir Rentensteigerungen|1,75% p.a. angenommen.

Versicherungsmathematische Gewinne und Verluste werden gemaf IAS 19.92 nur dann als Ertrag bzw. Aufwand
erfasst, wenn der Saldo der kumulierten, nicht erfassten versicherungsmathellnatischen Gewinne und Verluste zum
Ende der vorherigen Berichtsperiode den héheren der beiden Werte aus 10%|des Barwerts der leistungsorientierten
Verpflichtung zu diesem Zeitpunkt oder 10% des beizulegenden Zeitwerts einels Planvermdgens zu diesem Zeitpunkt
Obersteigt (Korridormethode). Zum 31. Dezember 2005 besteht eine Unterdeckung zum DBO mit 296 TEuro. Die
Unterdeckung ist von dem Korridor (bis zu 374 TEuro) erfasst und v“/ird nicht {ber die durchschnittliche
Restlebensarbeitszeit der Belegschaft verteilt.
i

(6) UObrige Riickstellungen

31.12.2005 31.12.2004
TEuro TEuro
Steuerriickstellungen j 40.604 0
Sonstige Ruckstellungen | 4.036 11
44.640 11

|
In den Steuerrlickstellungen sind noch nicht endgliltig veraniagte Korperschaft- und Gewerbeertragsteuer enthalten.
|

Die sonstigen Rickstellungen betreffen im Wesentlichen die Aufwendungen fUr variable Vergltungen sowie
Jahresabschlusskosten. ‘

(7) Ubrige Verbindiichkeiten i

31.12.2005 31.12.2004
TEuro TEuro

Verbindlichkeiten gegeniiber i
verbundenen Unternehmen ! 281.752 69.696
- davon Restlaufzeit bis 1 Jahr ‘ 281.752 56

- davon Restlaufzeit zwischen 1 und 5 bahre 0 69.640

Sonstige Verbindlichkeiten ! 152 252
- davon Restlaufzeit bis 1 Jahr : 152 252

- davon aus Steuern 2 0

Summe Ubrige Verbindlichkeiten | 281.904 69.948
- davon Restlaufzeit bis 1 Jahr i 281.904 308

- davon Restlaufzeit zwischen 1 und 5 Jahre 0 69.640

- davon aus Steuern : 2 0




Erliduterungen zur Gewinn- und Verlustrechnung der MTU

Aero Engines Helding AG

(8) Umsatzerlose

Die Umsatzerlése entfallen auf an die MTU Aero Engines GmbH berechnete V
TEuro. Grundlage hierflr ist das Service Agreement vom 08. November 2005.

(8) Allgemeine Verwaltungskosteﬁ

Die Allgemeinen Verwaltungskosten betreffen insbesondere Aufwendungen, di
Funktion als Holding und FUhrungsgesellschaft des MTU-Konzerns entstehen.

(10 ) Finanzergebnis

erwaltungskosten in Héhe von 7.778

a der Gesellschaft im Rahmen ihrer

2005 2004

Beteiligungsergebnis TEuro TEuro
Ertrage aufgrund Gewinnabfuhrungsvertrag 37.359
Ertrage aus Steuerumlagen ‘ 1261049
- davon aus verbundenen Unternehmen 163.408 0

1 163.408 0
Zinsergebnis
Sonstige Zinsen und &hnliche Ertrage 1.095 0

\
- davon aus verbundenen Unternehmen 857 0
Zinsen und &hnliche Aufwendungen 1 -9.583 -2.071
- davon an verbundene Untermnehmen -4.320 -2.071

‘ ]

: -8.488 -2.071
Finanzergebnis gesamt 154.920 -2.071

!
\
|
(11) AuBerordentliches Ergebnis “

\
Aus der Verschmelzung der MTU Aero Engines Zweite Holding GmbH auf die
ein Verschmelzungsgewinn in Hoéhe von 27.910 TEuro.

Demgegeniiber entstanden im Zusamrhenhang mit dem Bérsengang Transakt

(12) Steuern vom Einkommen und Vom Ertrag

MTU Aero Engines Holding AG entstand

onskosten in Héhe von 20.305 TEuro.

2005 2004
TEuro TEuro
Kérperschaftsteuer und Solidaritatszuschlag 58.131 0
Gewerbesteuer 55.727
113.858

Die im auBerordentlichen Ergebnis enthaltenen Transaktionskosten haber
gemindert. Der auferordentliche Verschmelzungsgewinn ist steuerfrei.

den Steueraufwand um 8.203 TEuro




( 13 ) Jahresiiberschuss / Vorschlag fiir die Gewinnverwendung

Der Jahrestberschuss betragt 46.312 TEuro. Nach Verrechnung des Verlustvortrages aus dem Vorjahr in Hohe von
2.336 TEuro und nach Einstellung von 3.826 TEuro in die Gewinnriicklagen verbleibt ein Bilanzgewinn von 40.150

TEuro.

Vorschlag fiir die Gewinnverwendung:
Vorstand und Aufsichtsrat werden der Hauptversammiung am 12. Mai 2006 vo

Ausschuttung einer Dividende in Hohe von 0,73 Euro je Stiickaktie auf die 55.
zu verwenden.

Sonstige Angaben

rschlagen, diesen Bilanzgewinn fur die
000.000 dividendenberechtigten Aktien

Personalaufwand { 2005 2004
; TEuro TEuro
Léhne und Gehalter 6.071 0
Soziale Abgaben und Aufwendungen fir:
Altersversorgung und fir Unterstiitzung 2.518 0
- davon fur Altersversorgung ‘ 2.518 0
8.589 0

Die Gesellschaft beschaftigte im Geschaftsjahr durchschnittlich vier Mitarbeiter.

Deutscher Corporate Goverance Kodex / Erklirung nach § 161 AktG:

Die nach § 161 des Aktiengesetzes, vorgeschriecbene Erklarung wurde vom Vorstand und vom Aufsichtsrat im
Dezember 2005 abgegeben und den Aktionédren dauerhaft zuganglich gemachtunter www.mtu.de.

Honorar Abschlusspriifer ‘

Die im Geschéaftsjahr als Aufwand gébuchten Honorare des Abschlussprifers belaufen sich auf 1.117 TEuro und
betreffen die Prifung des Jahres- und des Konzernabschlusses der MTU Aero Engines Holding AG mit 595 TEuro
sowie sonstige Bestétigungs- oder Bewertungsleistungen mit 522 TEuro im Zusammenhang mit dem Bérsengang.

Organe

Dem Vorstand wurden Gesamtbeziige in Héhe von 6.090 TEuro gewéhrt. Die Vergltungen des Aufsichtsrats

betrugen 367 TEuro.




- A

Erklarung nach § 160 Abs. 1 AktG iiber die Bekannmachtung nach § 20 Abs
Die Firmen

KKR Europe Limited, Grand Cayman, Gayman Islands,

KKR Associates Europe, Limeted Partnership, Calgary, Alberta, Canada,
KKR European Fund, Limited Partnership, Calgary, Alberta, Canada,

KKR 1996 Overseas, Limited, Grand Cayman, Caman Islands,

KKR Partners (International), Limited Partnership, Calgary, Alberta, Canada,
KKR Millenium Limited, Grand Cayman, Cayman Islands,

KKR Associates Millenium (Overseas), Limited Partnership, Cigary, Alberta. Canada,
KKR Millenium Fund (Overseas), Limited Partnership, Calgary, Alberta, Canada, jund
Blade Lux Holding One S.a.r.l., Luxemburg, Gro3herzogtum Luxemburg

haben uns mit Schreiben vom 27. Mai 2005 mitgeteilt, dass ihnen kraft Zurechnung nach §§ 20 Abs. 1 Satz 2, 16 Abs. 4
AKtG jeweils eine Mehrheitsbeteiligung im Sinne von § 16 Abs.1 AktG an unser:er Gesellschaft gehoren. Die Blade Lux
Holding Two S.a.r.l, Luxemburg, GroBherzogtum Luxemburg hat uns mit g[eichem Schreiben vom 27. Mai 2005
mitgeteilt, dass ihr gema® § 20 Abs. 1 und 3 AKtG jeweils mehr als der vierte Teil der Aktien unserer Geselischaft und
gemaR § 20 Abs. 4 AKIG jeweils eine Mehrheitsbeteiligung im Sinne von § 16 Abs. 1 AKtG an unserer Gesellschaft
unmittetbar gehdren. :

Veroffentlichungen nach §§ 21 Abs. 1 und 25 Abs. 1 WpHG

Die Firma Fidelity International Limited hat uns nach § 21 Abs. 1 WpHG milgeteilt, dass der Stimmrechtsanteil der
Fidelity international Limited, P.O.Box HM 670, Hamilton HMCX, Bermuda an iunserer Gesellschaft am 06. Dezember
2005 die Schwelle von 5% Uberschritten hat und nun 5,11% betragt. Die Stimmrechte werden der Fidelity International
Limited gemaR § 22 (1) 1 Nr. 6 WpHG zugerechnet.

Die Firma Fidelity International hat uns nach § 21 Abs. 1 WphG mitgeteilt, das|s der Stimmrechtsanteil der FMR Corp.,
82 Devonshire Street, Boston, Massa;huseﬁs 02109, USA, an unserer Gesellschaft am 08. November 2005 die
Schwelle von 5% erreicht hat und nun 5,00% betrédgt. Die Stimmrechte werden der FMR Corp. gemaR § 22 (1) 2 WpHG

iV. m. § 22 (1) 1 Nr. 8 WpHG zugerechnet.
Einbeziehung in den Konzernabschiuss

Die Gesellschaft erstellt in Ubereinstimmung mit den International Financial Reporting Standards (IFRS) einen
Konzernabschiuss, der am Sitz der Geselischaft erhéltlich ist.

Bedingtes Kapital

Durch Beschluss der Hauptversammll:.mg vom 30. Mai 2005 wurde ein bedingtes Kapital von 19,25 Mio. Euro
geschaffen. Dieses bedingte Kapital dient der Gewahrung von Aktien an Berechtigte von - gegebenenfalls noch zu
begebenden - Wandel- und/oder Optionsschuldverschreibungen.

|

Genehmigtes Kapital \
Der Vorstand ist durch Beschluss der Hauptversammiung vom 30. Mai 2005 erméchtigt, das Grundkapital mit
Zustimmung des Aufsichtsrats bis zum '29. Mai 2010 gegen Bareinlage einmall oder mehrmals um insgesamt bis zu 5,5
Mio. Euro zu erhéhen, wobei das Bezugsrecht der Aktionére ausgeschlossen werden kann (Genehmigtes Kapital 1).

Weiterhin ist der Vorstand durch Beschluss der Hauptversammlung vom 30. Mai 2005 erméchtigt, das Grundkapital mit

Zustimmung des Aufsichtsrats bis zum 29. Mai 2010 gegen Bar- und/oder
insgesamt bis zu 19,25 Mio. Euro zu erhdhen, wobei das Bezugsrecht der
(Genehmigts Kapital I1). Der Vorstand wurde ermachtigt, bis zum 29. Mai

Sacheinlage einmal oder mehrmals um
Aktiondre ausgeschlossen werden kann
2010 mit Zustimmung des Aufsichtsrats

einmalig oder mehrmals auf den Inhaber oder den Namen lautende Waldelschuldverschreibungen, Genussscheine oder
Gewinnschuldverschreibungen mit oder ohne Laufzeitbegrenzung im Gesamtnennbetrag von bis zu 750,0 Mio. Euro zu

begeben und den Inhabern bzw. Glaubigern von Wi

andelschuldverschreibungen und/oder

Optionsschuldverschreibungen Wandlungs- bzw. Optionsrecht in auf den Namen lautenden Aktien der Gesellschaft mit
ch néherer Malgabe der Wandel- bzw.

einem anteiligen Betrag des Grundkapitals von bis zu 29,25 Mio. Euro na
Optionsanleinebedingungen zu gewahren.




Mitglieder des Vorstands:

Udo Stark
Vorstandsvorsitzender
Weitere Mandate

Aufsichtsratsvorsitzender der
Bilfinger Berger AG

Bernd Kessler
Vorstand zivile [nstandhaitung
Weitere Mandate

Vorsitzender des !
Aufsichtsrates der MTU Maintenance Berlin-Brandenburg GmbH

Vorsitzender des

Aufsichtsrates der MTU Maintenance Hannover GmbH (ab 25.04.2005)
|

Dr. Michael Su ‘

Vorstand Technik .

Reiner Winkler ‘
Vorstand Finanzen, Personal und IT !
Weitere Mandate ,
Stellvertretender Vorsizender des

Aufsichtsrates der MTU Maintenance Hannover Grf\bH

Stellvertretender Vorsitzender des i
Aufsichtsrates der MTU Maintenance Berlin-Brandenburg GmbH (bis 24.01.2005)
Il

Mitglieder des Aufsichtsrats:

|
|
I
i

Johannes P. Huth i

Vorsitzender des Aufsichtsrates :

Managing Director von Kohlberg Kravis Roberts &“Co. Ltd., London
Weitere Aufsichtsratsmandate bzw. Mandate bei
vergleichbaren in- und ausiandischen Kontrollgremien

von Wirtschaftsunternehmen i
A.T.U. Auto-Teile-Unger Holding GmbH f

Demag Holding S.arl ‘

Deutsche Gesellschaft fiir Kunststoff Recycling mbH

Duales System Deutschland GmbH 1

FL Selenia S.p.A. (Chairman of the Board of Direc{tors)

mannesmann plastics machinery GmbH (Vorsitze?nder des Aufsichtsrats)
MTU Aero Engines GmbH (Vorsitzender des Aufsjchﬁrats)

Wincor Nixdorf AG (Vorsitzender des Aufsichtsrats)

Zumtabel AG (stellvertretender Vorsitzender des Aufsichtsrats)

Glnter Sroka * i
Stelivertretender Vorsitzender

Vorsitzender des Konzernbetriebsrats der
MTU Aero Engines GmbH, Manchen

Weitere Mandate !
MTU Aero Engines GmbH (stellv. Varsitzender)

Minchen

Munchen

Miinchen

Minchen

London

Dachau




Harald Flassbeck *

Erster Bevollmachtigter der IG Metall
Verwaitungsstelle Minchen

Weitere Mandate

EADS Deutschiand GmbH
MTU Aero Engines GmbH
MAN Nutzfahrzeuge AG

Dr.-Ing. Jirgen M. GeiRinger (ab 04.10.2005)
Vorsitzender der Geschéftsleitung der 5
INA-Holding Schaeffler KG; Herzogenaurach
Weitere Mandate

MDL Mitteldeutsche Leasing AG

MTU Aero Engines GmbH

Tower Automotive, Inc.

Reinhard Gorenflos (bis 31.12.2005)
Managing Director von Kohlberg Kravis Roberts & éo. Ltd., London
Weitere Mandate
Demag Cranes & Components GmbH
Demag Holding S.a.r.l.
Duales System Deutschland GmbH
mannesmann plastics machinery GmbH
MTU Aero Engines GmbH
Zumtobel AG ?

i
Oliver Haarmann (bis 01.10.2005) i
Fondsmanager, Kohlberg Kravis Roberts & Co. Ltd, London
Weitere Mandate ;
A.T.U. Auto-Teile-Unger Holding GmbH
Duaies System Deutschiand AG !
mannesmann plastics machinery GmbH
MTU Aero Engines GmbH

Babette Haas *
Leiterin des Ressorts Betriebswirtschaft, ‘
|G Metall Vorstand i
Weitere Mandate

EDAG Engineering & Design AG 1
MTU Aero Engines GmbH !

Harmann Becker Automotive Systems GmbH /

Josef Hillreiner * ‘

Betriebsratsvorsitzender
der MTU Aero Engines GmbH

Weitere Mandate
MTU Aero Engines GmbH i

Louis R. Hughes (ab 30.01.2006)

Chief Executive Officer der GBS
Laboratories, LLC., Herndon, Virginia I

Weitere Mandate

ABB (td.

AB Electrolux

British Telecom plc (bis 31.03.2008)
MTU Aero Engines GmbH

Maxager Technclogy, Inc.

Chairman of the Board of Directors

Sulzer AG

Unterhaching

Herzogenaurach

London

London

Frankfurt

Ried

Winnetka




Michael Keller *

Vertreter der Leitenden Angesteliten

der MTU Aero Engines GmbH

Leiter Rotor / Stator & Produktionsservice
der MTU Aero Engines GmbH

Weitere Mandate

MTU Aero Engines GmbH

Prof. Dr. Walter Kroll

ehem. Prasident der Helmholtz-Gemeinschaft

Deutscher Forschungszentren e.V., Bonn
Weitere Mandate

Wincor Nixdorf AG

Siemens AG

MTU Aero Engines GmbH

Josef Mailer *
Freigesteilter Betricbsrat

der MTU Aero Engines GmbH
Weitere Mandate

MTU Aero Engines GmbH

Dr.-Ing. Klaus Steffens

ehem. Vorsitzender der Geschéftsfiihrung
der MTU Aero Engines GmbH

Weitere Mandate

MTU Aero Engines GmbH

Prof. Dr. Sigmar Wittig
Vorstandsvorsitzender des DLR Deutsches
Zentrum fur Luft- und Raumfahrt, Kéin
Weitere Mandate

MTU Aero Engines GmbH

* Arbeitnehmervertreter

Minchen, den 20. Februar 2006

Der Vorstand
& [
Udo Stark

ernd Kessler

Yol
s
Dr. Michael S0

Reiner Winkler

/ /ﬂé/( 90

Aindling

Kéin

Dachau

Bernried

Kéin




Name und Sitz der Gesellschaft

I. ANTEILE AN TOCHTERUNTERNEHMEN

1 MTU Aero Engines Investment GmbH,
Minchen '
2 MTU Aero Engines GmbH, ‘
Miinchen
3 MTU Maintenance Berlin-Brandenburg Gmb:H,
Ludwigsfelde j
4 MTU Maintenance Hannover GmbH, }
Langenhagen
5 MTU Aero Engines North America inc.,
Rocky Hiff, USA
6 MTU Maintenance Canada Ltd.,
Richmond, Kanada
7 RSZ Beteiligungs- und Verwaltungs GmbH,
Miinchen :
'8 ATENA ENGINEERING INC., i.L.
Hartford, USA
9 MTU Versicherungsvermittlungs- und :
;.  Wirtschaftsdienst GmbH,
Munchen
10 MTU Miinchen Unterstiitzungskasse GmbH,
Minchen ‘
11 Vericor Power Systems L.L.C., ‘
Atianta, USA ‘
12 MTU Aero Engines Beteiligungs- und Verwaltungs GmbH
Miinchen |
13 MTU Maintenance do Brasil Ltda., !
Sao Paulo, Brasilien |

Il. ANTEILE AN ASSOZIIERTEN UNTERNEHMEN

15 Turbo Union Ltd,,
Bristol, GroRbritannien ;

16 EUROJET Turbo GmbH, |
Halibergmoos

17 EPI Europrop International GmbH,
Miinchen

;18 MTU Turbomeca Rolls-Royce GmbH,
Hallbergmoos .

19 APA Aero Propulsion Alliance GmbH i.L.,
Miinchen

M. BETEILIGUNGEN AN JOINT VENTURES

20 Airfoil Services Sdn. Bhd.,
Shah Alam, Malaysia

21 MTU Maintenance Zhuhai Co. Ltd.,
Zhuhai, China

22 Ceramic Coating Center S.A.S.,
Paris, Frankreich

23 Pratt & Whitney Canada Customer Service Centre Eu rope GmbH
Ludwigsfelde i :

24 Pratt & Whitney Canada CSC (Africa) (PTY.) Ltd.,
Lanseria, Sdafrika ‘

Kapital-
anteil
in %
100,00
100,00
100,0

100,00

100,00

100,00

100,00

100,00

100,00

100,00

100,00

100,00

99,99

39,98

33.00

28100

33,33

24,80

50,00

50,00

50,00

50,00 &)

Eigen-
kapital
in T-Euro
731.241
720.654
82.584
65.470
-797 %
4507
13.432

48"

26

4.787

58899

0"

64

166 "

1.545"

2529

168 "

559

2.100 113)

31.235 3)

<714 1)

14.757

1.716 1/3)

Ergebnis

in

in T-Euro

02

01’)

-3.524 ¢

-3.489 ¢

45 V4

0

-854

2.108 %

0"

_1 6 114}

4659

188 "

130"

14 1/4)

305 49)

-1.136 1)

6.730

169 114)




Name und Sitz der Gesellschaft

IV. SONSTIGE ANTEILE

25 IAE International Aero Engines AG
Zurich, Schweiz

26 Gesellschaft zur Entsorgung von Sondermill

in Bayern GmbH
Munchen, Deutschland

1) Vorjahreszahlen, keine aktuellen Zahlen vorhanden.

2) Ergebnis wurde aufgrund eines Ergebnisabfithrungsvertrages ibemommen.
3) Umrechnung ist zum Stichtagskurs 31.12.2005 (bzw. 31.12.2004) erfolgt.

4) Umrechnung ist mit dem Jahresdurchschnittkurs 2005 (bzw. 2004) erfoigt.

5) Es lagen keine Daten vor.

Kapital-
anteil
in%

121

Eigen- Ergebnis

kapital in
in T-Euro in T-Euro
26.184 193 -3.044 V4



